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MOVING FROM UNEMPLOYMENT CHECKS TO 
PAYCHECKS: IMPLEMENTING RECENT 
REFORMS 


WEDNESDAY, APRIL 25, 2012 

U.S. House of Representatives, 

Committee on Ways and Means, 

Washington, DC. 

The subcommittee met, pursuant to call, at 10:08 a.m., in Room 
1100, Longworth House Office Building, the Honorable Geoff Davis 
[chairman of the subcommittee] presiding. 

[The advisory of the hearing follows:] 


( 1 ) 
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HEARING ADVISORY 

FROM THE COMMITTEE ON WAYS AND MEANS 

Chairman Davis Announces Hearing on Moving 
from Unemployment Checks to Paychecks: Im- 
plementing Recent Reforms 

Washington, April 25, 2012 

Congressman Geoff Davis (R-KY), Chairman of the Subcommittee on Human Re- 
sources of the Committee on Ways and Means, today announced that the Sub- 
committee will hold a hearing reviewing the implementation of the reforms to the 
unemployment insurance system contained in Public Law 112-96, The Middle Class 
Tax Relief and Job Creation Act of 2012. The hearing will take plaee on 
Wednesday, April 25, 2012, in 1100 Longworth House Office Building, begin- 
ning at 10:00 A.M. 

In view of the limited time available to hear witnesses, oral testimony at this 
hearing will be from invited witnesses only. Witnesses will include a representative 
of the U.S. Department of Labor (DOL) as well as other public and private sector 
experts on unemployment benefits and policies designed to promote reemployment. 
However, any individual or organization not scheduled for an oral appearance may 
submit a written statement for consideration by the Committee and for inclusion in 
the printed record of the hearing. 

BACKGROUND : 

In March 2012 (the most recent official data), the U.S. unemplo 3 mient rate was 
8.2 percent, with 12.7 million individuals unemployed, of whom 5.3 million were 
long-term unemployed — defined as unemployed for 27 weeks of longer. As of the 
week ending March 24, 2012, approximately 6.8 million individuals were collecting 
State or Federal unemplo 3 mient benefits. 

The Federal-State unemployment insurance (UI) program created by the Social 
Security Act of 1935, assists unemployed individuals by offering weekly unemploy- 
ment benefit checks while they search for work. According to DOL, in order to he 
eligible for benefits, jobless workers must have a history of attachment to the work- 
force and must be able and available for work. 

As a result of a series of laws enacted since 2008 to provide additional Federal 
extended benefits, the maximum number of weeks of total unemployment benefits 
payable per person grew to a record 99 weeks, including up to 73 weeks of Feder- 
ally-funded benefits. Since mid-2008, over $200 billion in Federal extended unem- 
ployment benefits have been authorized, with most supported by general revenues. 

As the number of weeks of unemployment benefits and total spending have 
grown, so have total payments made in error. According to DOL, improper payments 
of unemployment benefits reached record highs in 2011, with $13.7 billion paid in 
error or 12 percent of all payments. 

On February 22, 2012, the President signed P.L. 112-96, The Middle Class Tax 
Relief and Job Creation Act, which extended and reformed Federally-funded unem- 
ployment benefits under the Emergency Unemplo 3 mient Compensation (EUC) pro- 
gram for the remainder of 2012. The reforms to the permanent program include cre- 
ating job search requirements for Federal benefits, permitting States to have flexi- 
bility to promote pro-work reforms, allowing screening and testing of certain UI ap- 
plicants for illegal drugs, requiring reemployment eligibility assessments for the 
long-term unemployed, and requiring States to recover prior overpayments of UI 
benefits. Prior to their enactment, these reforms were the topic of a previous Human 
Resources Subcommittee hearing on moving from unemplojmient checks to pay- 
checks in October 2011. 
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Also under the law, the unemployment rate thresholds and weeks of benefits 
available in various “tiers” of EUC will change in the coming months, resulting in 
fewer weeks of Federal benefits being paid, with those weeks increasingly focused 
on States with the highest unemployment rates. As a result, starting in September 
2012, the maximum number of weeks of eligibility for UI benefits will have fallen 
from 99 weeks to 73 weeks, but only in States with unemplo 3 Tnent rates above 9 
percent. 

In announcing the hearing, Chairman Davis said, “Members from both Cham- 
bers of Congress and both sides of the aisle came together to agree on new 
policies designed to help unemployed Americans return to work. This hear- 
ing will examine how these new reforms are being implemented by DOL 
and the States. This will help us judge what next steps may be needed to 
improve the overall integrity of the program so that we are better able to 
move more individuals from benefit checks to paychecks.” 

FOCUS OF THE HEARING : 

The hearing will focus on the implementation of reforms to unemployment bene- 
fits enacted in P.L. 112-96, The Middle Class Tax Relief and Job Creation Act. 

DETATT.S FOR SUBMISSION OF WRITTEN COMMENTS: 

Please Note: Any person(s) and/or organization(s) wishing to submit for the hear- 
ing record must follow the appropriate link on the hearing page of the Committee 
website and complete the informational forms. From the Committee homepage, 
http://waysandmeans.house.gov , select “Hearings.” Select the hearing for which you 
would like to submit, and click on the link entitled, “Click here to provide a submis- 
sion for the record.” Once you have followed the online instructions, submit all re- 
quested information. ATTACH your submission as a Word document, in compliance 
with the formatting requirements listed below, by the close of business on 
Wednesday, May 9, 2012. Finally, please note that due to the change in House 
mail policy, the U.S. Capitol Police will refuse sealed-package deliveries to all House 
Office Buildings. For questions, or if you encounter technical problems, please call 
(202) 225-1721 or (202) 225-3625. 

FORMATTING REQUIREMENTS : 

The Committee relies on electronic submissions for printing the official hearing 
record. As always, submissions will be included in the record according to the discre- 
tion of the Committee. The Committee will not alter the content of your submission, 
but we reserve the right to format it according to our guidelines. Any submission 
provided to the Committee by a witness, any supplementary materials submitted for 
the printed record, and any written comments in response to a request for written 
comments must conform to the guidelines listed below. Any submission or supple- 
mentary item not in compliance with these guidelines will not be printed, but will 
be maintained in the Committee files for review and use by the Committee. 

1. All submissions and supplementary materials must be provided in Word format and MUST 
NOT exceed a total of 10 pages, including attachments. Witnesses and submitters are advised 
that the Committee relies on electronic submissions for printing the official hearing record. 

2. Copies of whole documents submitted as exhibit material will not be accepted for printing. 
Instead, exhibit material should be referenced and quoted or paraphrased. All exhibit material 
not meeting these specifications will be maintained in the Committee files for review and use 
by the Committee. 

3. All submissions must include a list of all clients, persons and/or organizations on whose 
behalf the witness appears. A supplemental sheet must accompany each submission listing the 
name, company, address, telephone, and fax numbers of each witness. 

The Committee seeks to make its facilities accessible to persons with disabilities. 
If you are in need of special accommodations, please call 202-225-1721 or 202-226- 
3411 TTD/TTY in advance of the event (four business days notice is requested). 
Questions with regard to special accommodation needs in general (including avail- 
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ability of Committee materials in alternative formats) may be directed to the Com- 
mittee as noted above. 

Note: All Committee advisories and news releases are available on the World 
Wide Web at http:llwww.voaysandmeans.house.govl. 


Chairman DAVIS. Good morning. Thank you for joining us for 
the hearing this morning. 

As we all know, we have been paying record unemployment in- 
surance benefits for years now. Despite characterizations by some 
that this is the best stimulus that money can buy, we know that 
the U.S. labor market remains in near critical condition today. 
There are 5 million fewer jobs today than the administration pre- 
dicted there would be at the end of 2010. This is the slowest jobs 
recovery since data were first recorded in the 1930s. Unemploy- 
ment has been above 8 percent for 37 consecutive months, the long- 
est stretch since the Great Depression. Today’s 12.7 million unem- 
ployed Americans are almost 1 million more than when President 
Obama took office, and today’s 5.3 million long-term unemployed 
are more than double the number when President Obama took of- 
fice. 

Yet even those grim figures miss some major problems. For ex- 
ample, beyond the 12.7 million unemployed and the 5.3 million 
long-term unemployed, millions more have simply stopped looking 
for a job. As this chart shows, the unemployment rate would be 11 
percent today if these discouraged workers were counted as offi- 
cially unemployed. 

To address this desperate need to change direction, in February 
of 2012 Congress passed and the President signed into law legisla- 
tion originating from this committee containing historic reforms to 
the Nation’s unemployment insurance system. When that legisla- 
tion passed, the headlines often focused on how it extended Federal 
unemployment benefits through the end of the year with shortened 
durations and greater focus on the highest unemployment States. 
But the legislation contained much more, including what the ad- 
ministration described last week as the first major overhaul of the 
unemployment insurance system in decades. I would echo that sen- 
timent. 

In sum, these reforms are designed to help more unemployed 
people, and especially more long-term unemployed, get back to 
work. Among other provisions the legislation includes new job 
search requirements for people collecting extended unemployment 
benefits, new waiver flexibility to test ways of using UI funds to 
help people get a job instead of just a benefit check, new reemploy- 
ment assessments designed to address obstacles long-term unem- 
ployed have to taking a new job, and new authority for drug 
screening and testing of some UI applicants. 

The American people need these reforms to take effect quickly 
and to work effectively. This hearing is designed to review the im- 
plementation of these reforms as well as consider what additional 
steps may be needed. Members will hear from the Department of 
Labor as well as State and private sector experts about what these 
reforms are meant to accomplish, what has already happened, and 
what is yet to come in terms of their implementation. 
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We have some specific questions about how and why certain poli- 
cies are being implemented the way they are, as well as about the 
challenges States and employers may have in adjusting to the re- 
forms, but most importantly we use this hearing to ensure these 
changes are being implemented in a way that will help more unem- 
ployed Americans trade benefit checks for paychecks. That is our 
ultimate goal and the standard by which this program should and 
will be judged. 

I know that over time we have had spirited discussions on this, 
both in the committee, on the floor. Several of us who are up on 
the dais today have managed extensions of the previous unemploy- 
ment program through the early period of the last Congress and 
the Congress before that, and we finally hit a center of mass where 
we were able to make some reforms, achieve a compromise with a 
focus on the process, getting away from the emotion of ideology on 
either end of the spectrum to really fix some problems that the 
States had, as well as addressing spending issues and incentives 
for folks to go back to work. 

So I appreciate all of you being here, appreciate the Members of 
the Subcommittee for joining us today. 

Chairman DAVIS. And one other note that I would like to make 
before we move on is I would like to take a moment to recognize 
Tim Ford, who is our Legislative Assistant on the Human Re- 
sources Committee, also helping to keep the trains running on time 
today. Tim has been with the subcommittee staff since early 2011, 
and he leaves us tomorrow for the University of Michigan law 
school. Tim does a lot of work before and during our hearings to 
make sure they run smoothly, and I know our witnesses are grate- 
ful for his help as they prepare to testify today. 

He is a great addition to our team. I personally appreciate his 
contribution, his infectious enthusiasm, and his devotion to duty on 
what can be a very intense subcommittee to work on. 

And I just want to thank you very much and all of us give you 
a round of applause for your contribution. 

[Applause.] 

Chairman DAVIS. With that, the ranking member, my friend 
from Texas, Mr. Doggett is recognized for 5 minutes. 

Mr. DOGGETT. Thank you, Mr. Chairman. 

Certainly extending a hand to those Americans who have lost a 
job through no fault of their own and who are out searching for 
new opportunities is the right thing to do to keep our economy 
moving forward and to assist millions of our fellow Americans. 

Unemployment benefits helped in a significant way to avoid a 
very bad recession, the worst since the Great Depression, from be- 
coming a catastrophic depression by helping folks put food on the 
table, a roof over their family’s head, and get the kids the clothes 
they need to go to school. 

Overall our economy is making some progress as evidenced by 
the nearly 3V2 million jobs that have been created over the last 2 
years, but there is considerable work to do. And it is correct that 
since December of 2007, before this administration took office, we 
have, versus that point, 5 million fewer jobs. 

Though there has been some remarkably good news over time in 
Texas, according to the Center for Public Policy Priorities in East 
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Austin, we still have a shortfall in our State of almost three-quar- 
ters of a million jobs. In San Antonio, for example, almost 40,000 
workers are receiving unemployment benefits, and more than half 
of those have been unemployed for at least 6 months. In Travis 
County, almost 25,000 unemployed workers are claiming benefits. 
Last week the San Antonio Express-News held a job fair that at- 
tracted some 1,400 people, including Amanda, a 46-year-old trained 
as a medical assistant, who has been searching for a job for 6 
months without success. 

I think it is vital that we maintain the unemployment insurance 
lifeline for families who want to work, but have not yet been able 
to find a job. Fortunately, in February a number of our Republican 
colleagues, after a great deal of foot dragging and creating an un- 
necessary crisis for too many of our families, joined with us as 
Democrats in maintaining emergency unemployment benefits 
throughout the rest of 2012. 

There have been included with that new law as a part of the ex- 
tension a number of reforms that are designed to promote employ- 
ment. One of those was the subject of testimony in this sub- 
committee last year by Senator Ron Wyden of Oregon. I worked 
with Senator Wyden in sponsoring legislation to encourage more 
States to promote entrepreneurship among the unemployed by al- 
lowing under certain conditions those who are unemployed to use 
their resources to help establish small businesses. I think this is 
a program with much potential for some of the unemployed, and 
I look forward to hearing from the Secretary and others about how 
that potential can be achieved. 

The new law also contained provisions to avert layoffs through 
work-sharing programs in which individuals receive partial unem- 
ployment checks when their work hours are cut. The administra- 
tion also had initiated a program that is included in the new law 
to require recipients of emergency unemployment to undertake re- 
employment assessments, and there are some demonstration 
projects that will be conducted by the Secretary of Labor to explore 
other alternatives, which we can discuss this morning. 

As we review how the States have responded to the various 
changes in Federal laws related to unemployment, we need to ac- 
knowledge that there is a much bigger challenge looming. Thirty 
States now owe the Federal Government $41 billion in unemploy- 
ment loans, and several other State unemployment programs, like 
my home State of Texas, have borrowed from the private market. 
The magnitude of the recession had an obvious impact in driving 
up insolvency, but truthfully, a number of these States failed to 
make proper preparations for even a mild recession, much less a 
more severe one like that that we experienced. A system that was 
more forward funded would have averted many of the problems 
and certainly the massive amount of State debt to the Federal Gov- 
ernment that we have today. 

I look forward to suggestions and recommendations as to how we 
can create an unemployment insurance system that does a better 
job of saving for the future and protecting those who need it in an 
economic downturn. 

Thank you, Mr. Chairman. 

Chairman DAVIS. Thank you, Mr. Doggett. 
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Chairman DAVIS. I would like to remind our witness to limit her 
oral statement to 5 minutes. However, without objection, all of the 
written testimony will be made part of the permanent record. 

On our first panel this morning we will be hearing from the Hon- 
orable Jane Oates, Assistant Secretary for the Employment and 
Training Administration, U.S. Department of Labor. 

Ms. Oates, please proceed with your testimony. 

STATEMENT OF THE HONORABLE JANE OATES, ASSISTANT 

SECRETARY, EMPLOYMENT AND TRAINING ADMINISTRA- 
TION, U.S. DEPARTMENT OF LABOR 

Ms. OATES. Good morning. Chairman Davis, Ranking Member 
Doggett, and other Members of the Subcommittee. Thank you for 
the invitation to testify today and for holding this hearing on the 
unemployment insurance provisions in the Middle Class Tax Relief 
and Job Creation Act of 2012. It is an exciting time for the UI pro- 
gram, and I welcome the opportunity to talk to you about what we 
are doing to implement these provisions. 

Let me first start by thanking Congress for extending the Emer- 
gency Unemployment Compensation Program and the full Eederal 
funding for the Extended Benefit Program. We estimate that about 
5.3 million unemployed workers will receive more weeks of benefits 
as a result of this extension. Unfortunately, too many Americans 
are still unable to find work, particularly those that have experi- 
enced long-term unemployment. Therefore, both the extension of 
benefits and the provisions of these acts focusing on reemployment 
and layoff aversion are very important. 

My staff is rising to the challenge of having to implement mul- 
tiple new initiatives at the same time, and we have made signifi- 
cant progress in developing the necessary guidance and providing 
technical assistance to States. I am also pleased to report that 
States are generally being successful in implementing the manda- 
tory provisions of the act in very short timeframes, and NASWA, 
their association, has a lot to do with that. 

As you know, the act makes many complex changes to the EUC 
program structure. On March 5th, we issued initial guidance on 
the EUC changes, and we have additional guidance related to the 
random work-search audits and responses to State questions in the 
final stages. And to enable States to administer the new EUC pro- 
visions, Secretary Solis and all States signed addenda to their EUC 
agreements by March the 19th. 

The new provisions for providing reemployment services and eli- 
gibility assessments to claimants are an important step to ensure 
that long-term unemployed workers are getting the reemployment 
services they need to regain employment as soon as possible. Guid- 
ance was issued on implementation of RES and REA on March 
16th, a full week ahead of schedule, thanks to my great career 
staff. 

States have articulated a number of challenges related to imple- 
mentation of RES/REA, but by far the biggest one is the need to 
increase their capacity to serve the additional 4 million EUC claim- 
ants they will be seeing through the end of the year. Despite these 
challenges, the States were able to commence RES/REAs by mid- 
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April, most of them, and almost all States will have implemented 
by the first week of May. 

Secretary Solis is pleased to have the opportunity to promote in- 
novative reemployment strategies by allowing up to 10 States to 
conduct demonstration projects. We know that States are excited 
about this new opportunity. UI PL 15-12 was issued on April 19th, 
providing guidance to the States on the application process, and 
many of the States will probably tell you they are still reading it. 
A Webinar to review the guidance and response to State questions 
is scheduled for this Friday. We welcome your staff and interested 
constituents to participate, and we will be happy to give you the 
information about how to get on that Webinar. 

We look forward to the opportunity to improve State take-up and 
expansion of short-term compensation as an important layoff-aver- 
sion tool. We began implementation of these provisions by con- 
sulting with stakeholders and other program experts in two listen- 
ing sessions on March 19th and 20th. Guidance for all the short- 
term compensation provisions and the model legislative language 
will be issued soon, and we are planning for robust technical assist- 
ance so that everyone who wants to can take advantage of that. 

We anticipate that States currently operating an STC program 
may have to make at least some State law modifications to conform 
to the new Federal program definition and to be eligible for the 
available grants. The 100 percent reimbursement of State STC ben- 
efit costs for States with permanent programs will begin soon after 
the guidance is issued. 

The self-employment assistance that the ranking member men- 
tioned, the SEA provisions to support increased State implementa- 
tion and to expand the program to both EUC and EB, will enable 
many more unemployed workers to consider self-employment as a 
reemployment strategy. Similar to STC, we hosted two listening 
sessions on March 19th and 20th and consulted with stakeholders 
and other program experts. 

While most of the UI provisions in the act are temporary, it also 
establishes some permanent changes to the UI program, including 
an explicit statutory requirement that regular UC claimants must 
be able to work, available for work, and actively seeking work. 
States will likely not need to make significant changes to their 
laws, as they already include such requirements. 

Other things on which we will be issuing a guidance, of course, 
are the changes permitting the permanent changes to include the 
provision allowing States to test certain applicants for the use of 
illegal drugs as a condition of eligibility. We are consulting with 
SAMHSA and with other agencies to make sure that our regulation 
concerning the occupations that regularly conduct drug testing are 
uniform across our agencies. 

I appreciate the opportunity to talk to you about the UI provi- 
sions. In the interest of time, I won’t talk about data exchange 
standardization, but please know we are very interested in that. 
We have already engaged with the Office of Management and 
Budget and our State partners to explore ways that we can expand 
that. You know we already bought into that. My career staff will 
be dancing in the aisle when we can do that. 

Chairman DAVIS. I would like to see that. 
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Ms. OATES. Right. 

And I would be remiss in my last few seconds if I didn’t say what 
a sad day for me to be testifying. We all lost a good friend when 
Don Payne lost his battle to cancer, and I know that some of you 
know that I spent some years in New Jersey. He was a great friend 
while I worked for Senator Kennedy and a terrific friend while I 
was in New Jersey. And I understand that members may be com- 
ing and going to go to his services, and I fully appreciate that. 
Chairman. 

Thank you. I look forward to your questions. 

Chairman DAVIS. I thank you very much. Madam Secretary. 

[The statement of Ms. Oates follows:] 
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STATEMENT OF 
JANE OATES 
ASSISTANT SECRETARY 

EMPLOY MENT AND TRAINING ADMINISTRATION 
IJ.S. DEPARTMENT OF LABOR 
BEFORE THE 

Sl'BCOMMITTEE ON HUMAN RESOURCES 
COMMITTEE ON WAYS AND MEANS 
UNITED STATES HOUSE OF REPRESENTATIY ES 
April 25, 2012 


GimkI morning Chairman Davis, Ranking Member Doggcu. and members of the Subcommittee. 
Thank you for the invitation to testify today and for holding this hearing on the Unemployment 
Insurance (Ul) provisions in the Middle Class Tax Relief and Job Creation Act of 2012 (the Act), 
which e.xtends UI benefits for long-term unemployed workers and includes a number of 
important Ul reforms that align w ith the President's priorities. This is an exciting time lor the Ul 
program and I welcome the opportunity to talk to you about what we are doing to implement 
these provisions. 

Let me start by lhanking the Congress for extending Ihe Emergency Unemployment 
Compensation (EUC) program and full Federal funding for the Extended Benefit (EB) program. 
We estimate that about 5,3 million unemployed workers will receive more weeks of benefits as a 
re.sult of this extension - benefits that are a critical lifeline for these workers as the economy 
recovers and more jobs are created. 

While our economy is now growing and nexx jobs are being created each month, loo many 
American workers are still unable to find work — particularly Ihe 5.3 million long-tenn 
unemployed, flterefore, the provisions in the Act focusing on reemployment are particularly 
important, including Self Employment Assistance (SEA), and the provision of reemployment 
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services (RES) and reemploymenl and eligibility assessments (REAs) for EUti claimants, both 
of which have been Administration priorities and were proposed in the American Jobs Act. In 
addition, the provisions encouraging stales to implement or e.xpand short-time compensation 
(STC) programs will now provide an important new tool for slates to implement layoff aversion 
strategies, helping workers to remain employed and employers to retain skilled workers. The 
opportunity for the Secretary of Labor (Secretary ) to enter into agreements with states to both 
demonstrate and evaluate new reemployment strategies will support reemployment and provide 
all of us with evidence-based infonnation to infonn future Ul reforms. 

My stalTin the OITice of Unemployment Insurance has been working diligently to provide the 
necessary guidance and technical assistance to states to implement these provisions and we have 
made signillcanl progress in a very short amount of time. While substantial work has been done 
in all areas, we prioriti/ed lho.se areas requiring immediate implementation. Our early focus 
was on isstiing guidance and providing technical assistance about the EL/'C e.vtension and the 
complex changes to the EUC program including the RES/REA provisions, which required 
guidance and stale implementation within .JO days; consultation with stakeholders and program 
experts about STC and SEA; and developing guidance on the application process for the 
reemployment demonstration projects. I am pleased Uiat I can leport that we have accomplished 
all of these early deliverables and we expect that additional guidance on the remaining 
provisions, including the guidance on STC and SEA, and other required tools, such as the model 


legislative language for both STC and SEA, will be issued within the next several weeks. More 
information about each of these components and the other Ul-relaied provisions in the Act are 
provided below . 
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As you know, implementing several major new program initiatives eoneurrently is a challenging 
undertaking for both the Department of Labor ( Department) and for slates, and there are a 
number of factors that can impact timing for implementation of each of these provisions. As an 
example, many of the provisions are tequiriiig new llnancial and programmatic processes, which, 
in turn trigger the need to develop packages for clearance under the Papenvork Reduction Act 
(PRA). From a stale perspective, a number of provisions require stale law changes, limiting 
stales' ability to quickly implement them. In addition, states necessarily have had to focus in the 
short term on implementing mandatory F.UC changes, including the new RES/REA 
requirements, and have not yet been able to give significant attention to implementing the 
optional provisions, I am pleased to report that slates arc generally being very successful at 
implementing the mandatory provisions and are doing so in very short lime windows. 

Below is a more detailed review of our implementation of the various Ul provisions in the Act. 

EXTENSIONS AND EUC CHANGES 

As you know. Ul benefits arc a cmcial lifeline for jobless workers, their families, and local 
communities. Keeping these benefits available to long-term unemployed workers was a high 
priority for the President and. again. I appreciate the subcommittee’s efforts to ensure that they 
remain available. 

The Act provides vital assistance to America's long-term unemployed workers by extending the 
EUC program and provisions enabling El) to remain available in stales longer. In addition to 
the actual extension of EUC benefits, the Act made a number of significant and complex changes 
to the structure of the program including changes to the number of weeks available in the 4 tiers 
of benefits as well as the triggers for states to provide the t arious tiers of benefits. Thesie 
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structural changes will reshape the program every quarter until the program ends completely, 
with no phase out. on .lanuary 2. 2(tl.l. Tlie complexity of these changes is a challenge for states 
to implement. Each change will require new computer programming to implement, something 
that states with antiquated information technology infrastructure struggle with, and will generate 
significant workload related to customer call volume due to claimants' dillicully understanding 
the changes and asking questions about how they impact them. Nonetheless, slates have been 
working extremely hard to comply with all of the new EUC program requirements, with 
particular emphasis, in the states to which it applies, on making the new 1 II weeks of Tier 4 
bcnelits available as quickly as possible to eligible unemployed workers. 

The Act makes several other changes to the EUC program. First, it adds a new explicit 
requirement dial individuals be able to work, available to work, and actively seeking work. 
Actively seeking work is defined to include registration w ilh the employment service, an 
appropriate .search for work, maintenance of a work search record, and the prov ision of such 
record to the stale agency upon request. Further, the Act requires the Secretary to establish a 
minimum number of claims slates must randomly audit each week to verify individuals' work 
search efforts. In addition, the Act requires stales to recover improper EUC payments by 
offsetting against benclits payable to individuals. Finally, the Act modifies the EUC "non- 
reduction rule" to exclude stale enactments before March I. 2012 that would violate this rale by 
reducing average weekly benefit amounts payable. 

Within days of enactment, my staff had a conference call with the stale UI agencies to provide 
initial technical assistance to facilitate state elU'orts to promptly implement these changes. On 
March 5, 2012, the Department issued guidance (UI Program Letter 4- 10, March 5. 2012) to the 
states about these programmatic changes. The Secretary and all stales signed addenda to their 
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EUC ugrecmenls hy March 19, 2012. that contain the new required additions to the UUC 
program enabling states to continue to operate the program. Additional guidance on the 
requirement for states to implement work search random audits will be issued soon. We al.so 
plan to issue follow-up guidance in a question and answer format to address speciHc slate 
implementation questions that were not addressed in the original guidance. 

RES/REA 

The provisions in the Act for reemployment services and eligibility assessments for all new EUC 
elnimams and current claimants w ho transition to Tier 2 of EUC benefits is an important step to 
ensure that long-term unemployed workers are getting the reemployment services they need to 
regain employment at the earliest possible lime. This blended approach to providing 
reemployment services and eligibility assessments helps reduce the duration of benefit receipt 
and saves unemployment funds by helping claimants find jobs faster and eliminating payments 
to ineligible individuals. We know this is a strategy that works. Tire results of a study of the 
REA program by IMPAQ International concerning the Stale ol'Nevada. which included a 
combined REA and RES model, showed that combining RES with REAs increased 
reemployment by close to 20 percent initially and by clo,sc to It) percent into the .second year 
following participation in the program. Use of this model also increased earnings by 25 percent 
initially and close to 1 5 percent into the second year after participation. Tlrus, not only did 
eligibility assessment and reemployment services have a positive elTeci on Ul duration, but also 
a persistent etTecl on employment and earnings. TIris model also resulted in larger savings to the 
Unemployment Trust Fund (UTF) than the results from the other slates that did not combine 
these functions. Claimants who reeeised REAs in Nevada received, on average, 2.96 fewer 
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weeks of benefits than similar claimants, which translated to a reduction in benefit payouts of 
$S05 per claimant. 

The Act makes participation in RBS/REA activities and services a condition of CUC eligibility, 
though participation may be waived under certain limited cireumsianccs. Stales must; 

• Provide labor market and career information: 

• Assess individuals’ skills; 

• Give individuals an orientation to one-slop career center services; and 

• Examine individuals' work search activities to review eligibility for EUC. 

■Stales also have the option to provide more intensive reemployment and training services. 

The Act provides stales with fimding for RES/REA activities at SS5 per person served. The 
funding is (lowing through either the slate's Ul agency or employment serv ice agency, at the 
Governor’s discretion. Slates were strongly encouraged to collaboralively engage the slate's Ul 
agency, the slate's employment service and Workforce Investment Act agencies, local workforce 
boards, and One-Slop Career Centers in planning for implementation. 

The Secretary was required, by statute, to issue guidance on implementation of RES/REA 
activities not later than 30 days after enactment (March 23. 2012) and the guidance w.is Issued 
on March 16,2012 — seven days in advance of this requirement. To provide additional technical 
assistance to states, we held several calls w ith states and hosted a webinar on March 21, 2012. to 
amplify our guidance. 

It has been a challenge tor slates to ramp up to implement the RES/REA ret|uiremenls quickly 
and to increase necessary capacity to serve an additional 4 million EUC claimants through the 



end of the year. In our guidance, we instruct the stales to contact individuaU by the third week in 
their claim scries and to schedule in-person REA/RES by the sixth week in their claim series. 
Based on information collected through the Employment and Training Administration's 
Regional OI11ce.s. many stales were able to implement by mid-April and most stales will 
implement by the first week of May. 

1 w ould also note dial we arc in the process of implementing a stale reporting process that will 
capture employmcnl and retention outcomes for those sers ed, uliliiring existing reporting 
processes used for the employment service. 

DEMONSTRATION PROJECTS 

Helping unemployed Americans Intd good jobs is a lop priority for the President, for this 
reason, we are plea.scd to have the opportunity to promote innovative reemployment strategies. 
The Act provides that the Secretary may permit up to 10 slates to conduct demonstration projects 
to expedite the reemployment of individuals who are eligible for “unemployment compensation 
under the Stale law of such Stale" or to improve stale effectiveness in cairying out "its Stale law 
with respect to reemployment." The scope of slate demonstration projeels is limited to subsidies 
fur employer-provided training or certain direct disbursements to employers who hire individuals 
receiving UI benefits. 

In order to carry out these demonsiralion projects states may request a waiver of two 
requirements in Federal law. Among other things, these waivers could permit a slate to use 
funds from the stale’s account in the Unemployment Trust Fund to support the demonsiralion 
project. In recognition of the importance of maintaining reserves for the payment of 
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unemploymenl coinpensalion, the demonsiralion projects may “not result in any increased net 
costs to the state's account in the Unemploymenl Trust Fund.*' 

1'he Act also permits stales to use their Ul admini.simtixe grants to fund these demonstration 
projects and cslahlislies additional requirements for slates that want to conduct these projects, 
including a state evaluation of the elTects of the demonstration project on individual skill levels, 
earnings, and employment retention. All projceis must last lor at least one year and end no later 
than December 31, 2015. 

We know that states are excited about this new oppoitunity. To ensure that slates understand the 
requirements For an application to be approved and that all states have the chance to apply, 
Secretary Solis sent letters to the governors to let lliem know oFthe opportunity and that 
application guidance would be rorthcomiiig. Given that this opportunity is limited to only ten 
stales, the appHcalion process is designed lo allow the Secretary to identify stning demonstration 
projects and lo ensure we can evaluate the en'ecliveness of these new approaches. UIPL 15*12 
was issued on April 1 9. 2012. An applicant webinar lo review the application process is 
scheduled for April 27, 2012. In addition, the Department plans lo conduct a national evaluation 
of the entire initiative, in addition lo the individual stale evaluations of their own demonstration 
projects. 

SHORT-TIME COMPENSATION 


STC. al.so known as work sharing, is a layolT aversion strategy that enables workers to remain 
employed and employers to hold onto their trained staff during limes of reduced business 
activity. Expansion of STC is a top priority for this Administration and we are happy to be in 



18 


position to advance state implementation of STC programs. While it can be an elTective layoff 
aversion strategy in any economy, it is a particularly important tool in a recession. 

The Act includes several STC-related pawisions. First, it codifies and modifies the definition of 
STC. which es.scntially establishes program requirements. While much of this definition is 
consistent with prior law , there are some key changes including maintenance of health and 
retirement benefits for STC participants. States that had been operating an STC program prior to 
enactment of the Act have 2 'A years to amend their laws to conform to the new definition. 

To encourage states to enact state STC programs and give states an incentive to promote the use 
of STC. the Act provides for lOO percent reimbursement ofSTC benefit costs paid under state 
law for up to 1 56 weeks (three years). Authority to provide these reimbursements ends 3 years 
and 6 months after the date of enactment of the Act (August 22, 2015). 

In recognition of the fact that states may scant to try out an STC program before they arc able to 
get a state STC program enacted, the Act also establishes a voluntary Federal STC program. 
Under this program, the Federal government would pay all administrative costs and one-half of 
the STC benefit costs, and the employer participating in STC would pay the other half of the 
.STC benefit costs. States may participate in the Federal STC program For no more than 104 
weeks (two years) and authority fur this program ends 2 years and 1 3 weeks aficr the date of 
enactment (May 24. 2014). 

To ensure .states have adequate administrative re.sources to implement and promote STC. the Act 
also provides for just under SlOO million in grants to slates whose permanent STC laws meet the 
new Federal definition. States must submit grant applications no later than December 31, 2014. 
States inusi use 1/3 of their share for implementation or improved administration of their STC 
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programs. The remaining 2/3 of their share must be used for promoting and enrolling employers 
in STC programs. 

To meet the requirement m the Aet to eonsiill with stakeholders and other program experts with 
regard to model legislative language, technical assistance, and reporting requirements, and to 
inform our elTorls to draft guidance on all of these STC provisions, we held two listening 
sessions on March I*) and 20, 2012. We are actively working on guidance for all of tlie STC 
provisions, but we prioritized first issuing guidance on the new definition of STC, special 
transition provisions for the 2.‘i states currently operating STC programs, and 100 percent 
reimbursement of state STC benefit costs. We hope to issue it soon. We anticipate that all states 
currently operating an STC program will have to make at least some modifications to conform to 
the new definition. We have coordinated extensively w ith the Department of the Tretisury to 
establish the processes necessary for these reimbursements to occur and anticipate that these 
reimbursements will begin to be made shortly after the guidance is issued. Additional guidance 
on the temporary Federal STC program and the STC grants arc under development and w ill be 
issued in the near future. We also are establishing a robust outreach and technical assistance 
strategy to support state take-up and implementation. 

SELF EMPLOYMENT A.SSISTANCE 

Both a reemployment strategy and ajob creation strategy. SEA helps unemployed individuals 
establish their own business by providing them with temporary income support (in lieu of 
receiving regular UC ) and access to entrepreneurial training and services. Previous studies show 
that those who participate in SEA programs are 19 times more likely to remain self-employed 
than those who do not. 
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The Act has two key SEA components, t-'irst, it expands St A lo the tB und EUC progranus. 
Individuals may receive up to 26 weeks of SEA payments based on EUC, EB. or combined 
EUC-'EB eligibility. The requirements for these programs are generally the same as for .state 
SEA. 

Second, the Act pro\ ides S35 million for grants to .states that operate any SEA program — a 
regular stale SEA program, an EB SEA program, or an EUC program. The grant amount is 
determined by formula and stales should submit a grant application no later than June 30, 20)3. 
States may receive two grants— one for development, implementation, or administration of an 
SEA program; and one for promotion and cnrollnienl of individuals in an SEA program. 

Similar to Ute STC program, we hosted two listening sessions on SEA on March W and 20, 2012 
to meet the requirements of (he Ad to consult with stakeholders and oiher program e.xperts, 
develop model legislative language for slate use, provide technical assistance, and establish state 
reporting requirements. Wc expect (u get guidance on the SEA provisions to stales by early 
May. As required by the Act, we have already engaged wiib the Small Business Administration 
(SBA) and are planning outreach and technical assistance to suites in partnership with SBA. We 
have also already begun planning for the required e\ aluation of the program. 

PERMANENT U! LAW CHANGES 

While many of the provisions of the Ad described above arc temporary, ii also establishes a few 
permanent law changes with respect to the U1 program. First, it adds an explicit statu(or>' 
re(|uiremeni that individuals must be able lo work, available for work, and actively seeking work 
in order to be eligible for regular UC . As being ‘’able and available’* for work is a longstanding 
inicrpretaiion of Federal law that has been codified in Federal regulation, all states currently 
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require individuals to meet this requirement as a condition ot'eligibility for benefits. We are 
currently reviewing the existing regulation to determine if there is any need to amend it to align 
with the provision in the Act, For your reference, all states currently require individuals lo 
actively seek work, so there should be little or no operational change to current practice. 

In addition, the Act mandates that states recover improper benefit payments via olTset from 
current benefit emillcmeni under any stale and Federal unemployment compensation benefit 
programs. Under prior law, stales had permission to recover improper bcnetll payments via 
olTset from current benefit entitlement and all stales do that. In calendar year 201 1, slates 
recovered more than $440.2 million via these otTsets. 

The Act also includes a provision concerning drug testing. Il permits states lo lest applicants for 
use of illegal drugs under certain circumstances as a condition of eligibility for benefits. 
Specilically, this authority is limited lo two reasons directly related lo the “fact or cause" of an 
individual's unemployment: 

• The applicant was terminated from employment with their most recent employer for 
unlawful use of dnigs: or 

♦ The only work that is suitable for the individual is in an occupation that regularly 
conducts drug testing. 

Policy guidance on this is under development. The Act also requires the Secretary lo issue a 
regulation concerning the occupations that regularly conduct drug testing. We are consulting 
with the Substance Abuse and Mental Health Administration in the Department of Health and 
Human Services and others lo develop an approach to identifying these occupations that 
regularly require drug testing as a prelude to developing the required regulation. 
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DATA EXC'HANCih STANOARIJIZATIUN 

Prior to ciiaclmenl irf the Act, the IX-partment had already begun to implement data exchange 
atandardi/ation for the U1 program - specifically for the Separation Inronnalion Data Exchange 
System (SIDES) and the Interstate Connection Network (ICON). VVe welcome the opportunity 
to continue to expand the interoperability of the Ul system with regard to data exchange among 
stales, across programs, and between stales and the Federal government. 

The Social Security Act. as amended, requires the Secretary , in conjunction with the Office of 
Management and Budget (OMB), to designate a data exchange standard for any c.ategory ofUl 
infonnalion required under Titles III, IX, and XII of the Social Security Act. In addition, the 
ScerctaD' <s required to issue a proposed rule w ithin 12 months of enaetinent and a final rule 
within 24 months of enactment concerning these standards. 

We have reached out to House of Rcpresenutiives staff to cn.sure our approach i.s consistent w ith 
Congressional intent. In addition, we have engaged with OMB and stale partners through the 
National Association of Stale Workforce Agencies to explore areas of opponunily as a prelude to 
issuing the required regulation. 

CONCLUSION 

I appreciate the opportunity to talk to you tixlay about the Ul prov isions in the Act. My slalTin 
'Team Ul" is dedicated to helping America’s unemployed workers and welcome the opportunity 
to implement these vital initiatives. I look forward to continuing to wvrrk with the subcommittee 
on ways to help unemployed workers and improve the Ul program to transform our 
unemployment .system into a reemployment system that helps Americans get jobs. I will gladly 
answ er any questions you may have. 

n 


Chairman DAVIS. I move now to questions. I have a question for 
you first as we move forward. Your written testimony on page 6 
notes, and I quote, “The Secretary was required, by statute, to 
issue guidance on implementation of RES/REA activities not later 
than 30 days after enactment.” 
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To my knowledge there was not a similar requirement for the 
Secretary to issue guidance on waivers. Is that correct? And, if so, 
why did DOL issue its recent guidance on waivers? 

Ms. OATES. On the demo project, sir? 

Chairman DAVIS. Yes. 

Ms. OATES. We did the guidance on that so that we could make 
sure — since this was a pilot and demo that the Secretary was very 
interested in pursuing and very happy that Congress gave her the 
opportunity to do, we wanted to make sure that we had some 
standardized process so that States would know exactly what we 
were looking for. And while I think some people will say, and I re- 
spect their opinion, that the guidance is lengthy, we think that this 
was — this is the first time that we have allowed States to use trust 
fund money for anything else other than the payment of UI bene- 
fits, and therefore it was important for us in good public policy to 
make sure that we told people what we were looking for in that. 

Chairman DAVIS. Our review of the Secretary’s guidance reveals 
little additional information about how the States are supposed to 
apply, except for the section labeled “The Secretary’s Priorities,” 
and this section includes a number of provisions that, in effect, 
were part of the President’s American Jobs Act, but not the bill 
passed by the Congress. And that includes new provisions related 
to the Fair Labor Standards Act, assurances that demonstrations 
lead to permanent employment, and goals involving low-income 
and older workers. Where exactly in the law Congress passed did 
these and other Secretary’s priorities for the waiver provision ap- 
pear? 

Ms. OATES. Well, in the guidance, sir, we did provide all the 
statutory provisions that are mandatory, and the Secretary’s prior- 
ities were included as additional things. Yes, many of them were 
included in the President’s program that he put forward, but I 
think that the fact that we are using State trust fund money, that 
the businesses that are the sole providers of that money would 
want to make sure that raiding the trust basically resulted in per- 
manent employment and did follow the Fair Labor Standards Act 
that was passed by Congress. So, I mean, I am not quite sure why 
we wouldn’t have said that. We don’t want temporary workers 
going in and displacing other workers, and the Fair Labor Stand- 
ards Act is something that, quite frankly, businesses and States 
are used to already. We didn’t add anything that was new or com- 
plicated that they are not already working under. 

Chairman DAVIS. Well, I’ll just take this one step further. The 
President’s bill actually was never enacted, and there is reflection 
of those priorities in the new rules, and if the law Congress passed 
and the President signed didn’t include such requirements, why 
does DOL think that it can include them in the State waiver appli- 
cations? I mean, coming back to the baseline legislation. 

Ms. OATES. Sure. I think that Congress gave the Secretary the 
discretion to add additional components, and the fact that the Sec- 
retary even — Congress, as Members of Congress, you gave her the 
discretion to do this program or not do this program. It wasn’t 
mandatory. So I think in choosing what was in the final guidance, 
we did choose to follow laws that had been passed by previous Con- 
gresses, like the Fair Labor Standards Act. 
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Chairman DAVIS. If State applications do not include these “Sec- 
retary’s priorities,” will that be held against their application and 
result in it being rejected? 

Ms. OATES. Well, quite frankly, like everything else we do, the 
guidance that we put out, whether it is a grant or a demonstration 
project like this. State applications will be weighted against their 
ability to meet the standards set in the guidance. So it would be 
premature for me to tell you what the Secretary will or will not dis- 
miss. The process that we have developed has the Secretary only 
in the final stages, so therefore career people will be engaged in 
weighing State applications against what was in the guidance. So 
I would encourage States to follow the guidance as closely as they 
could so that their application could be seen favorably. 

Chairman DAVIS. I think this is bringing me back to one final 
point, and this really questions positional authority regarding what 
was enacted versus some of the additional, let’s say, interpretations 
that added legislation that was not enacted into it. 

Coming back to the core legislation that the Congress passed and 
the President signed into law, what is your authority for rejecting 
State waiver applications that satisfy the statute quite clearly, but 
not the additional requirements that were tacked on by the Sec- 
retary? And I think there is a question of prerogative and balance 
of law that the States, I think, certainly have a right to redress or 
ask. So if you could just quickly answer that question. 

Ms. OATES. Yeah, I think, Mr. Chairman, quite frankly, often- 
times we go and give further guidance when laws are passed. We 
do it through regulation, and we do it through guidance like this. 
I don’t think anyone in our solicitor’s office thought that we were 
doing anything unusual with this guidance. 

So with great respect, you know, happy to work with you as we 
get applications and the Secretary makes decisions, and we are 
open to your opinions and possibly the option that we would differ 
with you on the interpretation. 

Chairman DAVIS. Yeah. Well, just in closing then what I would 
appreciate is if your office would answer us from your counsel, ex- 
plaining the addition of or interpretation of rules that are outside 
the scope of the original legislation. 

Ms. OATES. I am happy to do that, sir. 

Chairman DAVIS. Great. Thank you. 

Chairman DAVIS. With that, I would like to yield to my friend 
Mr. Doggett from Texas. 

Mr. DOGGETT. Thank you, Mr. Chairman. And thank you. 
Madam Secretary. 

In fact, the legislation we are referring to is permissive with ref- 
erence to these demonstration projects. It does not mandate the 
Secretary to set up any demonstration project. It uses the term 
“may”; does it not? 

Ms. OATES. That is correct, sir. 

Mr. DOGGETT. And as I understand these other requirements 
that are not specified in the statute, one of the most basic ones is 
that in setting up these programs, these demonstration programs, 
and looking at whether you will grant waiver authority, you expect 
there to be compliance with other Federal statutes. 

Ms. OATES. That is correct, sir. 
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Mr. DOGGETT. Such as the minimum wage, such as not going 
hack to child labor and working excessive hours without being paid 
overtime. Those would be the kind of requirements that I am sure 
that there are some still in this Congress that are as ideologically 
opposed to them as when they were first enacted into law decades 
ago, but you seek to assure compliance with Federal statutes; is 
that right? 

Ms. OATES. That is correct, sir. 

Mr. DOGGETT. And with reference to those demonstration 
projects, there will be some testimony shortly that what the De- 
partment has done is overly bureaucratic and administratively 
cumbersome. 

Can you tell us why certain requirements are imposed on the 
States wanting to use unemployment insurance funds to admin- 
ister these programs, and weren’t some of these requirements, such 
as cost neutrality, requiring work to be suitable, and including a 
rigorous evaluation, already included in the statute; and don’t some 
of them, such as not using new programs to cause more unemploy- 
ment with temporary workers replacing people who have not been 
unemployed, consistent with the goals of this legislation? 

Ms. OATES. That is correct, sir. Again, since this is the first 
time in history that the Federal Government has given States the 
permission to go into their State trust fund for anything else other 
than the payment of benefits, we took this very seriously. 

Additionally, we are hoping to get great innovative measures, 
and if we don’t make those measures adhere to other Federal laws, 
then we are using these demos as a political football rather than 
using them as really instructive techniques in order to get us infor- 
mation to share with you to get permanent changes to the UI sys- 
tem. 

Mr. DOGGETT. You are tp^ing to preserve the trust associated 
with trust fund monies, which, as I understand your testimony, 
have never previously been used for any purpose other than paying 
the unemployment insurance benefits that unemployed workers 
have relied upon when the Congress set this program up? 

Ms. OATES. That is correct, sir. 

Mr. DOGGETT. With reference to the self-employment programs, 
are there some States that, in order to participate in those pro- 
grams and help someone who has been unemployed innovate, be an 
entrepreneur, set up a small business, that the States will have to 
change their laws? 

Ms. OATES. We firmly believe that some States are going to 
have to change their laws. As I am sure you are aware, there are 
nine States who currently allow it, but only six of them are active, 
actively using it right now. But we think that States will be able 
to make those changes in enough time, because you have been gen- 
erous enough to give us enough time until 2015 to actually do this 
that those States will have time to do it. 

Mr. DOGGETT. You have noted in your written testimony that 
those six States that have used the program and the individuals 
that have participated in the programs have a much better success 
rate than others in actually staying employed and getting a small 
business, as risky as that is, under way and going. Can you tell us 
a little about the potential of these self-employment programs? 
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Ms. OATES. Well, Congressman, we have done actual research 
following up in these States, and even if folks weren’t able to open 
their own business because of credit problems, you know, or things 
that they couldn’t get right then and there, these programs are five 
times more likely to get a job and keep it. 

And so the lessons they learn in these entrepreneurship activi- 
ties really make them a better candidate for another employer. 
They understand all aspects of a business. So we think it is a win- 
win. We think it would be great if they could get their own busi- 
ness up and going, but we definitely think this gives them a leg 
up in competing for jobs that would be available in their local area. 

Mr. DOGGETT. Madam Secretary, at a time when we have made 
significant economic progress, but still have a good ways to go to 
get the unemployment rate down, what is the effect of seeing 
major, substantial cuts in training and job-training programs 
across the country? 

Ms. OATES. Well, certainly, sir, I have a bias here, but I think 
this committee, in crafting the REA/RES provision that is now 
mandatory for States, it is going to be really a shell game for our 
constituents, mine and yours, if we gut the workforce programs so 
that when people go to get those reemployment activities, the serv- 
ices that they have been promised, there is no one there or the one- 
stop has closed up. 

So I hope that we are able to show you quickly the benefits of 
getting folks both the assessment and the services that they need 
quickly, and get them back into the employment ranks where they 
are adding to the tax revenue and not taking money from the UI 
trust anymore. But I think it will be really terrible for all of us if 
we pull the rug out from under these folks that have suffered 
enough. 

Mr. DOGGETT. Thank you so much. 

Chairman DAVIS. I thank the gentleman. 

The chair now recognizes the gentleman from Minnesota Mr. 
Paulsen for 5 minutes. 

Mr. PAULSEN. Thank you, Mr. Chairman. 

Madam Secretary, you also mentioned in your testimony on page 
4 actually about the program, EUC program, expiring coming up. 
It ends completely with no phase-out on January 2nd of 2013. And, 
of course, we are making progress on jobs, we are moving forward. 
You stated that as well, and that is our goal across the board up 
here. 

So my question is this: Does the administration believe that cur- 
rent economics and the job growth that exists right now is strong 
enough that the EUC program should not be extended past the 
deadline of its expiration coming up in January at the end of this 
year? 

Ms. OATES. Well, if I could say two things on that. Congress- 
man. First, I think that we have all learned with this recession 
that predictions are likely not to be correct. So I don’t want to 
make a prediction, and I don’t think the administration has yet 
shared with me their opinion on whether or not to go for another 
extension or not. I think we are all trying to look at everything as 
the glass is half full, hoping that the economic situation will con- 
tinue to improve. 
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But the other thing is really a plea for all of us to make sure 
that people understand this cliff in January. It is different than 
anything they have experienced since we have begun this in 2008, 
2009, 2010, 2011, 2012. People will not understand that all of their 
benefits will end abruptly; they are used to a cascade. And I think 
if I were still staffing, as I did for many years, in the other Cham- 
ber, I would be letting people know that, because some people may 
be getting job offers that don’t meet the job that they lost either 
in terms of dignity or salary, and they may be holding out to wait 
for a better job offer that is closer to the job they lost. They need 
to really understand that in January of 2013 they may not have 
another option. 

Mr. PAULSEN. Yeah, and to know that those job options are 
going to be employment options before that cliff hits. 

So let me ask you this: Are there any other economic indicators 
that you would maybe hold out there that might be indicative of 
when it is time to end the temporary extension of these unemploy- 
ment benefits? Is it 7 percent, is it 6 V 2 percent, is it 6 percent? You 
know, is there some sort of other benchmark or marker when it 
sort of makes sense to start to phase that out? 

Ms. OATES. You know, I think we are all confused about what 
everything means. I mean, I think that the chairman brought up 
people who are off our radar screen who have already exhausted 
benefits, that are still searching or underemployed. So I don’t know 
what the right number is. And, quite frankly, over the last 3 years, 
we have seen things like the economic situation in Greece and the 
tsunami impact our economy when none of us would have been 
able to predict that. 

So I wish I could give you a better answer. The only answer that 

I can give you is that we are trying to put as much information 
out there as we can and work as closely with employers as we can, 
both directly and through our regions, you know, our States that 
are such important partners with us, but also our local one-stops, 
to help figure out, you know, what are the indicators out there be- 
sides just looking at warn notices with layoffs, but also starting to 
look at where are we seeing job growth in your State, in Min- 
nesota, as well as in other States, so that we can figure out — we 
could come to you and say, look, it looks great; it looks like these 
companies are really on solid ground, and they are going to be add- 
ing jobs for the next 5 years. I just don’t have anything, any indi- 
cator that really predicts that right now. 

Mr. PAULSEN. Okay. Let me ask one other question, because we 
talked about the reforms being targeted to those who are able to 
work and actively looking for work. Under the new law, the States 
are also required to reduce current State and Eederal UI checks to 
recover any prior overpayments for unemployment, but with about 

II percent rate of overpayment being in error, it is about $30 bil- 
lion, actually a huge amount of money. What effort is the Depart- 
ment of Labor making right now to help States implement some of 
those new overpayment recovery requirements? 

Ms. OATES. You know, we are really doing everything in part- 
nership, mostly with NASWA, who is their association, and individ- 
ually with States. We are trying to give them clear guidance, and 
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we are really trying to tell the stories of the States that have done 
a great joh at this. 

We haven’t done a lot of work on specific tools with them, al- 
though we will, just as we did last year, have some additional over 
the base money that we will be putting out for States to work on 
things like integrity and improvement of their IT system. And we 
are hoping that States, just as they did in the past, will take ad- 
vantage of this to customize this additional money to an area that 
is in need for them. Some States are having a tougher problem 
with IT in terms of overpayment; some are having a tougher time 
interacting with other State agencies as well as Federal agencies. 
For us that is Treasury, but in a State that could be two or three 
different State departments. 

Mr. PAULSEN. Are certain States having more success reaching 
that? 

Ms. OATES. I can tell you best about the States that are having 
real initial success on the TOP program where they can garnish it 
from people’s tax returns, and so far we have seen somewhere — 
and I will get you the exact number — somewhere in the area of 
about $135 million in terms of reclamation since that program 
started. So the early-on States like New York, you know, did a 
great job on that, and newly we have had Mississippi that has 
come on later in this year, and they have had a great success rate 
in getting money back that way. 

You know, we would like to suggest that our system — ^because 
my State friends will tell you this — you know, if you do $10 in over- 
payment and you reclaim 9 of it, you are still dinged for having $10 
in overpayment. You know, we would like to look at ways that we 
can address the system so that States could get the credit for get- 
ting that $9 back in reclamation. We don’t think it is a $10 over- 
payment anymore; we think they reclaimed 9 of it. So until we can 
get our system to reflect that, I don’t think we are doing enough 
to incent States and recognize them for their efforts in this area. 

Chairman DAVIS. Thank you. 

The gentleman’s time has expired. The chair now recognizes Mr. 
Berg for 5 minutes. 

Mr. BERG. Thank you, Mr. Chairman. 

Secretary, thank you for being here. 

Ms. OATES. Hi, how are you? 

Mr. BERG. I tell you, one of the bright spots in my first year in 
Congress was when we were talking about the HIRES Act. We 
were talking about these pilot projects in a bipartisan way that we 
said, you know what, the best solution is to put people to work; the 
best solution is to have them find a job that works for them. And 
I think almost unanimously some of the senior veterans as well as 
other freshmen said, you know, we think the States can probably 
figure this out best for their population. They know what their pop- 
ulation needs; they know what the work opportunities are on that 
local level. 

And so that was the thrust that has been behind this pilot 
project, and one of my top concerns is it seems to me that we are 
not going to have anyone who is going to have a chance to even 
do one of these pilots before it expires. And my goal or quest is 
really to encourage the States to have innovation, to come up with 
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things, and, sure, to meet all these requirements and meet all the 
laws, but, more importantly, to put someone back to work as quick- 
ly as we can. 

So I guess my first question to you is what are the main barriers 
you are hearing from States? If you said, here is the top three 
things that they are saying that they have problems with this, 
what would they be? 

Ms. OATES. With the demo, sir? 

Mr. BERG. Correct. 

Ms. OATES. We haven’t really heard a lot from States. I mean, 
I have heard some from my friends who have said, really, 19 pages 
worth of guidance? So they didn’t like the length of the guidance, 
but we haven’t heard a lot about the specifics. I am sure you will 
hear. You have two terrific State folks here on your second panel. 
I am sure you will hear things, and I am sure we will hear a lot 
more on Friday during the Webinar. 

Mr. BERG. So you don’t have things today that you can tell this 
panel here is the number one, number two or number three thing? 

Ms. OATES. I don’t, I am sorry. Friday I might. 

Mr. BERG. So let me just ask you this: If, in fact, through the 
rest of this panel we are hearing things that quite frankly are re- 
dundant requirements or barriers that really don’t make sense be- 
cause they are qualifying, are those things that you are open to 
saying, okay, we are going to relook at these requirements or the 
things that are redundant to help streamline this? You are willing 
to do that? 

Ms. OATES. I can’t say that I am because that would slow down 
the process. Quite frankly, we have the ^idance out there, and we 
don’t know if people are already working on applications under 
that guidance. I suppose that if we find in, you know 

Mr. BERG. I am saying if someone says here is something that 
you are asking in these 19 pages that you already have or you don’t 
need ... I mean, one of my concerns is I heard or saw in the testi- 
mony one State was saying it is going to require us to hire another 
full-time person to fill out this application. And so if there is a way 
to streamline this, is that something you are open to giving a waiv- 
er of the requirements? 

Ms. OATES. Requirements for waivers, yeah. I don’t know how 

1 could say yes to that since this is not a process that is just me, 
it goes through a clearance process. So that if we were going to 
make changes, we would have to go through that clearance process. 
And, again, unless we suspend it and said don’t respond to the 
guidance that we put out, we have no idea how many States are 
at the 10-yard line on this and finished, so if we change the rules 
now, would that mean they had to go back? 

But, certainly, let me give you a scenario. If no States applied 
in the first several months, I think that would make us go back to 
the drawing board on this one. I think that States — there are some 
States that may not apply for other reasons. They are all under the 
gun and stretched doing REA and RES for everyone. 

Mr. BERG. Well, let me ask you. I mean, if no one applies for 

2 months, we have lost the opportunity of what we are doing. 
Maybe just to make it more simple, if, in fact, as we go through 
the panel, if on a bipartisan basis our legislative committee here 
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says, here are things we think are redundant, here are things that 
we think would help remove some barriers, I am asking you, is 
that be something you would be open to? 

Ms. OATES. I think we would at least be willing to discuss it 
with you, and share with you, get your ideas and share with you 
what that would mean in terms of our getting implementation, ab- 
solutely, sir. 

Mr. BERG. All right. Thank you. I will yield back. 

Chairman DAVIS. I thank the gentleman. 

The chair recognizes Mr. McDermott from Washington for 5 min- 
utes. 

Mr. MCDERMOTT. Thank you, Mr. Chairman. 

I was once a State legislator, and some of the people up here 
were State legislators. We all have been through the business of 
setting your unemployed insurance rate, tax rate for the State, and 
State legislators love to cut the taxes on their businesses, so they 
are always thinking, well, there is this — we already got this pile of 
money over here in the account; why shouldn’t we lower the rate? 
And now we have $41 billion in debt at the State level, and I am 
sure State legislators aren’t very interested in raising those rates 
to take care of those things. 

What leverage do we have in terms of forcing the States to pay 
their debts to the Eederal Government? I mean, they are riding on 
our back. They are buying our money. They are getting our money 
for free, and they are going on down the road, acting like it was 
falling out of the sky for nothing. We are paying taxes at the Eed- 
eral level for the failure of the States to tax adequately to cover 
their own funds. So what leverage do we have in that game? 

Ms. OATES. Well, first of all, now that the Recovery Act money 
is gone, all States are paying interest on the money that they are 
borrowing. 

Mr. MCDERMOTT. Are they paying it? 

Ms. OATES. Yes. And they are — there are mandatory increases 
to their FUTA tax if they are in borrowing status as of a certain 
date, and I can get you that information. In fact, 20 States will ac- 
tually see their rate go from .3 percent to .6 percent, and I think 
two States will actually be at .9; one that I can think of, but there 
might be a second. 

So those mandatory triggers happen and, you know, some of the 
things, it is a problem for their trust funds. We have seen the bor- 
rowing slow down dramatically. But you are right, I mean, we still 
have $41 billion that is owed to the Federal fund. 

Mr. MCDERMOTT. Could you give us a list 

Ms. OATES. Sure. 

Mr. MCDERMOTT. I would like to see that so we can see where 
you are in sort of recoveiy or forcing the States to be responsible. 
We talk about responsibility up here a lot. 

Ms. OATES. Absolutely. I can send that to the chair today. We 
have that list. We will make sure that we put on there as of a cer- 
tain date. 

Mr. MCDERMOTT. Okay. I have a second question, and that is 
this whole business, and Mr. Doggett touched on it, of the Work- 
force Reinvestment Act, and the legislation or the budget resolution 
that says we are going to cut $16 billion out of there. That is 
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money we are not using for anything, I guess, useful anyway, so 
the States won’t miss it. Is that your view? 

Ms. OATES. Well, the States are already limping because both 
of us, the Congress in the previous years and this year in the Presi- 
dent’s budget, have taken away what they have had since 1998. 
They have been able to keep 15 percent at the State level, 5 per- 
cent for admin and 10 percent for State activities. And that money 
was used to be glue, you know, to fund things like the kinds of 
things we are talking about today without UI funds. 

But if we are to cut the workforce investment funds to States, 
States are not going to be the only ones who suffer. Local areas. 
Local areas run the local boards. They are the ones that have di- 
rect conversations with business, businesses that may be too small 
to be captured in LMI data at the States, but the businesses that 
are really creating jobs. 

I think it is a huge mistake, sir. Of course, I have a self-interest 
in this. I love the bill, I love ETA, but if the Workforce Investment 
Act goes away, there are going to be real people who don’t get in- 
formation on jobs in demand, who don’t have access to the training 
they need in order to qualify for those jobs and, quite frankly, have 
no one caring whether they are retained in those jobs or not, and 
I am talking about people like all of us as well as vulnerable popu- 
lations. 

Mr. MCDERMOTT. When you are talking about these entrepre- 
neurial, States are being given the flexibility to use their funds for 
entrepreneurial things for the first time. 

Ms. OATES. Uh-huh. 

Mr. MCDERMOTT. As we pull away, is any of this Reinvestment 
Act money being used in training those people who are going into 
the entrepreneurial kind of thing? Is there a connection, I guess, 
is what I am really looking for? 

Ms. OATES. Yes, sir. We are not the experts in that, so what we 
have done is partnered with SBA, the Small Business Administra- 
tion, because they are the experts in this. So whether we are doing 
entrepreneurial activities through a one-stop or through a State, or 
whether we are doing them in one of our Job Corps, we are 
partnering with SBA. 

All of our one-stops offer people access to things that help small, 
budding entrepreneurs, computers, fax machines that they might 
not have at home in order to start their business, and an ability 
to use space sometimes to meet with other people. Some of our one- 
stops are partnering with 4-year and 2-year colleges that operate 
business incubators. They are linking them with that business in- 
cubator. I think our system is trying not to duplicate things that 
already exist in their community, but partner with local colleges or 
other entrepreneurial efforts like trade associations that are al- 
ready doing this and learn from them. 

Mr. MCDERMOTT. Thank you. 

Chairman DAVIS. The gentleman’s time has expired. The chair 
now recognizes the gentlewoman from Tennessee Mrs. Black for 5 
minutes. 

Mrs. BLACK. Thank you, Mr. Chairman. And, Ms. Oates, thank 
you for your testimony here today. 
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We all know in the unemployment world there are several pieces 
of information reported on a regular basis that experts examine to 
gauge the economic health of the economy, and one important piece 
of information is the weekly reports on initial claims for the unem- 
ployment benefits, which are released every Thursday by the Em- 
ployment and Training Administration, over which you are the As- 
sistant Secretary. 

This data comes out in a preliminary form one week, and then 
it is revised to be the final report in the following week, and a 
number of reviewers have noted on a pretty consistent basis that 
these first initial claims data have been revised upward and only 
upward when they are made in the final week. 

For example, on April 5th, the Wall Street Journal reported “the 
Dow Jones analysis of claims reports found that the Labor Depart- 
ment has revised upward its first estimate of seasonal adjusted 
claims of 56 of the past 57 weeks, and revisions to the government 
data occur on a regular basis, but it is uncommon for the numbers 
to nearly always be restated in the same direction.” 

And the article went on to say, “while the consistent need for up- 
ward revisions doesn’t undermine the overall trend of the improv- 
ing job market, it does suggest that the government’s methodology 
for the initial estimate might not properly take into account factors 
such as seasonal adjustments and under accounting by States.” 

So is the ETA aware of this issue, and, if you are, should experts 
and policymakers be concerned about this data revision always 
flowing in one direction; that is, when the initial reports are always 
revised upward? 

Ms. OATES. This is something that we are aware of, and, you 
know, we don’t do this alone. We do this in partnership with our 
sister agency, the Bureau of Labor Statistics, BLS. And the fact is 
that basically seasonal factors are challenging, and that is what we 
are working with. 

But happy to give you and your staff a better briefing with both 
of us there. This is not my area of expertise. Congresswoman, at 
all, but this is something that we have noticed. And, you know, we 
would love to explore with the committee, your staff any way 
that — your ideas on how we can improve this. We don’t like that — 
we don’t like always being off either, and we are not quite sure 
what it means that we are always adjusting up. Is that because 
people are conservative in what their initial estimates are? These 
are all estimates as we try to get this moving. And should we 
maybe not do it weekly so that we can have more time to make 
the number correct? We have had all those discussions and would 
welcome your expertise and your staffs in those discussions with 
us. 

Mrs. BLACK. So you have had discussions, but you don’t have 
any plan at this point in time to say . . . this is what we are going 
to do to try to better balance this? It is just still in the discussion 
phase; is that what you are saying? 

Ms. OATES. Yeah, we do not have a plan. I mean, basically there 
has been no allegation of wrongdoing in any of this. No one has 
told us we are doing anything wrong. It is just that we — this is a 
complicated issue, and there could be better ways to do it. And we 
would be delighted to have conversations and get your ideas about 
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what those might he, and I am sure my partner Jack Galvin at 
BLS would feel the same way. 

Mrs. BLACK. And likewise, I would like to hear about what your 
discussions are in the office where you may come up with some- 
thing that you can bring back to us to say, this is what we have 
thought about and researched and found would be more effective. 

Ms. OATES. Certainly. 

Mrs. BLACK. Let me turn to something that has already been 
discussed, but just to follow up on the unemployment insurance 
benefit overpayments. In one of the charts that we have in our fold- 
er, we see that there was a $13.7 billion overpayment, and I want- 
ed to know if there is anything being done to collect this overpay- 
ment or how that is done. 

Ms. OATES. Well, as you know well, the States are the primary 
agents in this. We run this program only through them. So dif- 
ferent States are doing different things in order to do the re-collec- 
tions. I talked a little bit about the States that are already using 
the garnishment of Federal tax returns. Some States are looking at 
using State tax returns as well. 

So that I think that each State is actively working in this. I 
mean, in our improper payments activities, I am delighted to report 
to the committee every State has a task force, cross-agency in their 
State. Every State has a plan, and we are really starting to see ter- 
rific trending. 

You know, the trend in improper payments, whether over or 
under, was going up since 2008, and we are delighted that finally 
in fiscal year 2011, the trend is ticking down. Not fast enough, we 
are not reclaiming enough money, but States are really paying at- 
tention to this in the midst of the busiest time, in my lifetime, that 
States have had in the UI program. 

Mrs. BLACK. Do you have any numbers for us to say what those 
percentages are that they are recovering? Do we know what those 
percentages are overall? Also, I would like to know specifically 
State by State what kind of recovery is occurring so we can get a 
better handle on making sure the taxpayer dollars are being used 
efficiently. 

Ms. OATES. Absolutely. The numbers that we could give you in 
a table today are the numbers from the TOP program, that is the 
Treasury Ofeet Program, but I would be happy to work with my 
staff and NASWA. We would have to collect that information from 
the States. We would be happy to do that. 

Chairman DAVIS. Thank you. 

The gentlewoman’s time has expired. I would now like to wel- 
come the distinguished gentleman from Texas, a senior member of 
the committee and also the chairman of the Subcommittee on 
Trade, Mr. Brady. Thank you for joining us today. Would you like 
to ask a question? 

Mr. BRADY. Thank you. Chairman Davis, for allowing me to sit 
in today and for calling this hearing. 

As you know, we literally have tens of millions of Americans who 
can’t find a full-time job. We have millions more who have simply 
given up looking for work. After all the bailouts and stimulus and 
programs, we have fewer Americans working today than 3 years 
ago. We have fewer, about 700,000 fewer, women working today 
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than 3 years ago. That is why when Republicans and Democrats 
passed the payroll extension bill, it included important reforms to 
unemployment to try to match local workers with local jobs sooner, 
because what we are doing clearly isn’t working. 

I sat on that conference committee, sat through the discussions, 
and a key part of that reform was to allow States, many of whom 
have successful, innovative programs, to step forward and share 
that innovation in programs to allow us to better get people back 
to work. The law we passed, passed by both Republicans and 
Democrats, clearly said the first 10 States to meet the criteria laid 
out in that new statute would receive the waivers in order to allow 
the innovation to go forward. Texas submitted their application 2 
days after the President signed the law, and rather than being ac- 
cepted, embraced, and put to work, Texas was denied. 

So the two questions I have are, one, is the Department of Labor 
ignoring the intent and statute of Congress when it comes to these 
waiver programs to allow the States to innovate? 

Ms. OATES. Absolutely not, sir. The statute gave the Secretary 
the option of approving a demonstration project. 

Mr. BRADY. Well, I would counter, no, it gave the States the op- 
tion to apply for an innovation project. The mandate within the law 
was that the Department of Labor would grant 10 waivers, up to 
10 waivers, for States that apply on a first come/first serve basis. 

Ms. OATES. Sir, with great respect, and I am a former staffer, 
the word was “may” and not “shall.” So it gave the Secretary the 
option. I mean that with great respect. 

Mr. BRADY. And I do, too. I just was a lowly Congressman serv- 
ing on the negotiating team. 

Ms. OATES. Lowly staff person. 

Mr. BRADY. We clearly had discussions here. And so in my view, 
with the delays you are putting in place, you are hurting a lot of 
workers who could be taking advantage of this innovative program 
at the State level. I think you are substituting the administration’s 
judgment for that of Congress. And one of my worries is that this 
is an election year, and that the Department of Labor is playing 
politics with a very important program. 

In your testimony you made the point that you want to embrace 
best practices and innovation in these programs; is that correct? 

Ms. OATES. That is correct, sir. 

Mr. BRADY. The Texas program a year and a half ago received 
an award from your agency 

Ms. OATES. Yes, it did. 

Mr. BRADY. — for innovation and best practice. 

Ms. OATES. And deserved it, yes. 

Mr. BRADY. They submitted that program to you in a timely 
manner and were denied. So why the delay? Why the denial? 

And, by the way, if that waiver had been granted, and Texas 
would have been allowed to go to work, we would have more than 
2,000 Texans back to work today who aren’t. So are you ignoring 
the intent of Congress, or in this election year, are you playing poli- 
tics with such an important issue? 

Ms. OATES. Sir, we are neither ignoring the intent of Congress, 
nor are we playing politics with this. Quite frankly. Congress told 
us the Secretary could approve up to 10 demonstrations, and these 
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demonstrations for the first time in history could use their UI 
Trust Fund dollars to do this experimentation. 

By telling us we could do up to 10, and to do them as demos that 
would show innovative practices that could he institutionalized and 
used into the future at net cost neutrality to their trust fund, you 
put us in a situation where we had to he, just as you are every day, 
good stewards of the taxpayers’ money. 

Mr. BRADY. Now, you recognize, don’t you, that States using in- 
novative programs today are actually investing their own dol- 
lars — 

Ms. OATES. Absolutely, sir. 

Mr. BRADY. — in these programs? So there is very poor 

Ms. OATES. And in the case of Texas, that 10 percent money 
that I was talking about was the money that — which the Governor 
used. 

Mr. BRADY. — which is, I think probably as or equally or more 
important than the trust fund dollars. And my question continues 
to be if you are not ignoring the intent of Congress, not playing pol- 
itics, when will these applications be granted? Will they be granted 
in May? 

Ms. OATES. Within 30 days of the day they submit them to us. 
You have my word on that. We have a timeline internally, and we 
are — the career people are running this process. 

Mr. BRADY. So that could be, what, months from now? 

Ms. OATES. Well, if the first application comes in today, it will 
be 30 days from today. 

Mr. BRADY. But you just heard from those most interested that 
the paperwork is very burdensome, the criteria, again, is much 
broader than what Congress intended. You have taken what was 
an enthusiastic response by States to want to help you and may 
put people back to work and have, frankly, chilled it. I would be 
surprised if many States, frankly, step up now, given the fact it is 
now top down rather than innovation up. 

I yield back, Mr. Chairman. 

Ms. OATES. I will be disappointed, sir, if we don’t. 

Chairman DAVIS. I thank the gentleman. 

The chair would also like to apologize to the gentleman from 
New York, who became an inadvertent victim of circumstances, 
and I would like to recognize him now for 5 minutes. 

Mr. REED. Well, thank you very much. Chairman. I appreciate 
that apology. But no offense taken ever with me. 

Thank you for being here with us today. I wanted to follow up 
on something. When I was on the conference committee for the 
payroll tax rate and unemployment extension, one issue that came 
up that I took personal interest in was the drug-testing ability for 
folks on unemployment insurance. And I was proud that as part of 
the final package that the authority to the States was granted in 
that legislation to implement programs to drug-test folks in that 
situation, because I do believe that one of the things we should be 
doing not only by providing people who are in the circumstance of 
being unemployed with resources to carry them through that, but 
put ourselves in the best position to arm those individuals to con- 
trol their own individual destiny, and if they shall or should or may 
have a drug issue, which I firmly believe is a major barrier to re- 
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employment, that the tools are there to identify the issue and have 
those individuals overcome it so that they can get back to an em- 
ployed status sooner than later. 

But I would note your Department has yet to release guidance 
for the States on how to proceed with that new authority. You 
noted that you are consulting with the Substance Abuse and Men- 
tal Health Administration in HHS about the drug-testing provi- 
sions of the new law, specifically the section allowing States to 
screen and test individuals seeking jobs in sectors requiring drug 
tests as an eligibility requirement. 

I would encourage you also to consult with the Society for 
Human Resource Management, which in 2011 issued a study that 
found that 57 percent of organizations conduct drug testing on all 
job candidates, and 71 percent of organizations conduct some form 
of preemployment drug testing on at least some candidates. 

At this point, Mr. Chairman, I ask unanimous consent to insert 
that SHRM study in the record. Has it already been done? 

Mr. PAULSEN [presiding]. No objection. 

[The information follows. The Honorable Tom Reed:] 
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Key Findings 


SJRM 




What percentage of organizations conducted pre-employment drug testing in 2011? More than 
one-half of organizations (57%) indicated that they conduct drug testing on all job candidates More 
than one-quarter (29%) of the organizations do not have a pre-employment drug testing program 
Is there a tie between drug testing programs and absenteeism? Yes. In organizations with high 
employee absenteeism rates (more than 15%), the implementation of a drug testing program appears 
to have an impact. Nine percent of organizations reported high absenteeism rates (>15%) prior to a 
drug testing program, whereas only 4% of organizations reported high absenteeism rates after the 
Implementation of a drug testing program, a decrease of approximately 50%. 

Are workers' compensation rates affected by drug testing programs? Yes. In organizations with 

high workers’ compensation incidence rates (>6%), the implementation of a drug testing program co 

appears to have an impact. Fourteen percent of organizations reported high workers' compensation 

incidence rates prior to a drug testing program, whereas only 6% of organizations reported similar rates 

of workers' comp after the implementation of a drug testing program, a decrease of approximately 50%. 

Do drug testing programs improve employee productivity rates? Nearly one-fifth (19%) of 
organizations experienced an increase in productivity after the implementation of a drug testing 
program. 

How much of an impact do drug testing programs have on employee turnover rates? Sixteen 
percent of organizations saw a decrease in employee turnover rates after the implementation of drug 
testing programs. 

Do multinational organizations apply similar drug testing protocols/policies in the United States 
and globally? Nearly three-quarters (72%) of organizations that have multinational operations 
indicated that all. almost all or some of the same protocols/policies are applied while conducting drug 
tests outside the United States. 
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For approximately how many years has your organization been 
conducting pre- and/or post-employment drug testing? 


smM 


7 years or more 
5 to 6 years 
3 to 4 years 
1 to 2 years 

Less than 12 months 



12 % 

12 % 


69% 


Note, n « 626. Pefcentages do not tola/ 100% due to rounding. HR (trofessionals wete asked to round to the highest year. 


to 
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Does your organization conduct pre-employment drug testing 
with job candidates? 


smM 


All job candidates 


Selected job candidates (e.g., for safety-sensitive 
positions) 


When required by state law (e.g., DOT) 


No, my organization does not conduct drug testing 
for any of its job candidates 



57 % 

55 % 


More than one-halt of organizations 
(57%) Indicated that they conduct drug 
testing on all job candidates . More than 
one-quarter (29%) of the organizations do 
not have a pre-employment drug testing 
4}rogram 


□ 2011 0 2010 

n = 1.O40 n = 320 


CO 


Note: HR professloitafs wtio answered 'not surs' wera oKduded from thfS analysis. 


PnN Oriio rnr.tlit9 erfic^cn 1 1 
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Does your organization conduct pre- and/or post-employment 
drug testing with its contract employees? 


smM 


Comparison by Organization Staff Size 


Larger organizations (500 or more employees) are more likely to conduct pre-employment drug testing for 
contract employees compared with smaller organizations (fewer 500 employees). 


Smaller Organizations 

Larger Organizations 

Differences Based on Organization Staff Size 

•1 to 99 employees (17%) 

■ 100 to 499 employees (19%) 

•500 to 2,499 employees (30%) 

•2,500 to 24,999 employees (36%) 

•25,000+ employees (44%) 

Larger organizations > smaller organizations 


Pn« Driirt ClfiS'Pi run i 
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To what degree are the U.S. pre- and/or post-employment 
protocols/polices also applied at locations outside the United 
States? 


KXr 'ICf-IMW 


To a large degree-all or almost all oF the 
same prolocols/policies are applied at 
locations outside the U.S. 


To some degree-some of the same 
protocols/pollces are applied at locations 
outside the U.S. 


To no degree-very few or none of the 
same protocols/policies are applied at 
locations outside the U.S. 






27 % 



% 

Nearly three-quarters (72%) of '> 
organizations that have 
multinational operations indicated * 

that all, almost all or some of the | 
same protocols/policies are > 

applied while conducting drug tester 
outside the United States ^ ^ ' 


CD 


Other 


I 


1% 


Nole. n - 150. PercentagBS do not totat 100% due to rounding Only orgamiahons with multinaltonal operations 
were asked this question. 
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Absenteeism rates at organizations before and after drug testing 
program implementation 


SIHM 


■OCrYKf »IUHW 



Before implementation of a drug 
testing program 

(n = 162) 

After implementation of a drug 
testing program 

(n = 216) 

0-15% 

91% 

96% 

More than 15% 

9% 

4% 



9% of organizations reported higfi absenteeism rales, (more than 15%) 
After implementation of a drug testing program only 4% of organizations 
reported high absenteeism rales, a decrease of approximately 50%. 



Note. HR pmtessionals who answered ‘not sure' were excluded from this analysis. 


BHKMmATiA Poll Oriij W.lli.e 6lliaii» irAHIIM SD 1 1 




Workers' compensation incidence rates at organizations before 
and after drug testing program implementation 


smM 


flOCr'YtCtfftAMM 



Before implementation of a drug 
testing program 

In » 255) 

After impiementation of a drug 
testing program 

{n = 312l 

0-6% 

86% 

94% 

More than 6% 

14% 

6% 


t 



14% of organizations reported high workers' compensation incidence rates pnor 
to a drug testing program, whereas only 6% of organizations reported similar rates 
of workers' comp after the implementation of a drug testing program, a decrease 
of approximately 50%. 



Note: HR profes^nats who answered not sure" were excluded from this analysts. 
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Change in employee productivity in organizations after drug 
testing program implementation 


smM 


81 % 


1 % 



Nearly one-fifth (19%) o( 
i' organizations experienced an 

^ increase in productivity after 

the implementation of a drug 
' » ^ testing program. 


19 % 


Decreased Remained the same Increased 


CR 

CO 


n~ 513. HR ptof&ssfonats answered ‘not sure' were excluded from Ihta analysis. do not total 100% due to 

rounding 


If 


SHRM/nATtAPoN OruQ W.tino Enieacv4E5HRM?0f > 





Change in employee turnover rates in organizations after drug 
testing program implementation 


smM 



Note, n - 520. HR professionals t«/)o answered 'not sufe” were excluded from this anatysls 


lA 
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Does your organization conduct drug testing in-house or at an 
off-site testing facility run by another entity? 


SIHM 


Off-site daig testing facility only 


Both In-house and off-site testing 


in-nouse amg testing (either urine, oral fluid or both, 
using instant testing products) 


n = e2S 
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How much does it cost your organization each time a drug test 
in conducted (per employee or job candidate)? 


SlUM 



* 18% 


Oi 

00 


Less than S10 $11 • $20 $21 • $30 $31 - $40 $41 - $50 $51 or more 






SHRM^ATIA PoN Arug Tbcirirg Sirtm CGHRM 20 1 1 
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What are the primary reasons your organization does not 
conduct pre-and/or post-employment drug testing? 


SFRM 


My organization does not believe in drug testing 
Not required to do drug testing by the state 
No return on investment 
Too costly 
Not applicable/not necessary 
Administratively difficult 
Planning to conduct drug testing in the future 

Other 



3 24 % 


Oi 

CO 


Noi6. fi « 262 Percentages do not total 100% due to rounding 






What is the primary reason your organization does not conduct 
pre- and/or post-employment drug testing? 


SlUM 


iOCM 


Comparison by Organization Staff Size 



1-98 

employees 
(n^ 104) 

100-499 
employees 
(n ° 95) 

500-2.499 
employees 
(n = 36) 

2,500-24.999 
employees 
(n = 21) 

25.000 or 
more 

employees 
(n = e) 

My organization does not believe in 
drug testing 

23% 

22% 

28% 

19% 

17% 

Not required to do drug testing by 
state 

21% 

6% 

25% 

24% 

33% 

No return on investment 

11% 

19% 

25% 

5% 

0% 

Too costly 

14% 

19% 

11% 

19% 

17% 

Not applicable/not necessary 

15% 

10% 

0% 

0% 

0% 

Administratively difficult 

4% 

9% 

3% 

19% 

0% 

Plan to conduct drug testing in the 
future 

4% 

3% 

0% 

0% 

0% 

Other 

7% 

11% 

8% 

14% 

33% 


Note: n * 262. Some mw percentages do not total 100% due to rounding Caution should be used ¥dien generalizing results when dye 
sample size is less then 30 for any category. 
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Demographics: Industry (Continued) 


SIHM 


Industry 


Real estate and rental and leasing 

2% 

Religious f grant-making, civic, professional and similar organizations 

2% 

Transportation and warehousing 

2% 

Wholesale trade 

2% 

Administrative and support and waste management and remediation services 

1% 

Agricuiture, forestry, fishing and hunting 

1% 

Management of companies and enterprises 

1% 

Mining 

1% 

Repair and maintenance 

1% 

Personal and laundry services 

- 

Private households 

- 

Other services except public administration 

8% 


n » 1.02^ 




II 
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Demographics: Organization Sector 


Publicly owned for-profit organization 


Privately owned for-profit organization 


Nonprofit organization 


Government sector 


Other 

0*888 



•CXI'* tts 


19 % 

19 % 


50 % 


05 

CD 
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Demographics: Other 


SIHM 


HA 


Does your organization have U.S.-based 1$ your organization a single>unlt company or a 

operations (business units) only or 
does It operate multinationaliy? 


Note' n « 906 Penentages do not total 100% 
due to rounding 

O 


U.S.-based operations 

78% 

Multinational operations 

23% 


multi'unit company? 


Singte-unit company A company in 
wnich the location and the company 
are the same 

32Hi. 

Multi-unit company: A company that 
has more than one location 

68% 


Note: n » 863 


Are HR policies and practices determined by 
the multi-unit corporate headquarters, by each 
work location or both? 


Multi-unit headquarters determines HR 
policies and practices 

57% 

Each worit location determines HR policies 
and practices 

3% 

A combination of both the work location 
and the multi-unit headquarters determine 
HR policies and practices 

40% 


Note: n * 619 


Level of HR department/function for which 
you responded through this survey. 


Corporate (company wide) 

75% 

Business unit/division 

14% 

Facility/locatlon 

11% 


Note: n » 621 
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Mr. REED. Thank you very much, I appreciate that, Mr. Chair- 
man. 

Madam Secretary, could you tell us when you expect to issue 
that guidance that you are consulting with the — at this point? 

Ms. OATES. Absolutely, sir. And, you know, I apologize. We 
would love to get everything done at once. We worked at first on 
the things that had a mandate, especially the REA/RES with the 
30-day deadline and the demo, on which we put our own internal 
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mandate because States were interested in it. We hope to have that 
done in the next month or two. We hope to have all this guidance 
out by June. 

Mr. REED. By June, okay. And will it be limited to identifying 
what occupations are eligible as directed by the act, or will the De- 
partment of Labor take additional criteria on States trying to use 
this authority as you did with the guidance on waivers? 

Ms. OATES. Well, I think we will continue to have consultations 
with our stakeholders. You give us — I don’t think we have talked 
to SHRM before, so that is a great addition. But our hope is that 
we will do the right thing, and, again, I don’t want to — we haven’t 
issued the guidance yet. We have had discussions. I haven’t even 
seen drafts from my career people yet, so I really can’t answer your 
question. 

Mr. REED. Do you find any sentiment within your agency of ob- 
jection to this ability of States to utilize this new tool for reemploy- 
ment by drug testing? Is there anything in the agency that would 
cause concern that this policy or this initiative or this authority to 
the States would be hampered because of a — as I heard in that con- 
ference committee in the debates from my colleagues on the other 
side of the aisle that they were adamantly opposed to this type of 
requirement or tool because there was something that they dis- 
agreed with. Do you see that within the agency at all, or are you 
seeing any concern about that? 

Ms. OATES. You know, I think the longstanding tenets of this 
are someone who loses their job because of drug involvement on the 
work site has never been eligible for unemployment, so I don’t see 
any change to that coming. 

And then this idea that — what we are struggling with is the lan- 
guage that States have the right to drug test someone who’s only 
suitable work is in jobs that require drug testing. So finding those 
jobs and giving clear guidance to the States is what is really taking 
our discussion time now. But in terms of seeing any hurdles within 
our building or any must-dos or must-haves other than what is cur- 
rent long-term practice, no, sir, I don’t see anything coming in 
those discussions that would be, you know, hurdles to getting this 
done quickly and getting it done consistent with the intent of Con- 
gress. 

Mr. REED. I appreciate that. Thank you very much. I look for- 
ward to working with you on this issue. And with that. Chairman, 
I will yield back. 

Chairman DAVIS. I thank the gentleman. 

I want to thank you. Secretary, for joining us today. We look for- 
ward to continuing to correspond with you and work with you, and 
appreciate you getting back to my office on the question that I 
asked specifically for documentation, as well as the other Members. 
If Members have additional questions, they will submit them to 
you directly in writing, and all we would ask is that you reply or 
give a copy of the reply to the committee staff so we can make sure 
that it is inserted into the record. 

Ms. OATES. Absolutely. 

Chairman DAVIS. Thank you very much for being here. 

Ms. OATES. It is a pleasure to work with this committee, sir. 
Thank you so much. 
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Chairman DAVIS. That concludes the first panel. I would like to 
invite our second panel to come up. 

Chairman DAVIS. I appreciate all of you gentlemen joining us 
here today for our second panel to continue this discussion on the 
unemployment insurance program, the reforms that have been 
made and, the implementation thus far. 

On our second panel we are going to hear from Mr. Darrell 
Gates, deputy commissioner of the New Hampshire Department of 
Employment Security; Mr. Larry Temple, executive director of the 
Texas Workforce Commission; Dr. Wayne Vroman, senior fellow of 
the Urban Institute; Mr. Douglas Holmes, president of UWC, Stra- 
tegic Services on Unemployment and Workers’ Compensation; and 
Mr. Michael Cullen, managing director of OnPoint Technology. 

Before we move on in the testimony, I would like to again recog- 
nize Chairman Brady from Texas to introduce the witness from his 
home State, Mr. Temple. 

Mr. BRADY. I again want to thank Chairman Davis for his lead- 
ership in calling this hearing. And to all the witnesses who are 
here to testify today, it is a special pleasure to welcome Larry Tem- 
ple, an outstanding public servant from my home State of Texas, 
to the Ways and Means Committee. 

In 2003, Larry took over as executive director with the Texas 
Workforce Commission, a State agency with a budget of nearly $1.1 
billion. The commission has oversight over all the state’s employ- 
ment training, welfare reform, child care and unemployment insur- 
ance programs. 

During his time at the commission, Mr. Temple designed, imple- 
mented and administered Texas’ successful welfare reform initia- 
tive. A significant portion of this initiative involved the transition 
of welfare services via block grant to our local workforce develop- 
ment board, and the result was an unprecedented caseload reduc- 
tion to unemployment, and national recognition as one of the top 
10 programs in the Nation for putting welfare recipients to work. 

It is an issue dear to the heart of this committee and critical to 
the country at this time. He has an exemplary record designing 
programs that help people get back to work. I am grateful he can 
share his expertise with us today, and I welcome you, Mr. Temple, 
along with the rest of the witnesses. Thank you. 

Mr. Chairman, I yield back. 

Chairman DAVIS. All right. Thank you. Chairman Brady. 

Mr. Gates, please proceed with your testimony. You are recog- 
nized for 5 minutes. 

STATEMENT OF DARRELL GATES, DEPUTY COMMISSIONER, 
NEW HAMPSHIRE DEPARTMENT OF EMPLOYMENT SECURITY 

Mr. GATES. Thank you. 

Good morning. Chairman Davis, Ranking Member Doggett and 
Members of the Committee. My name is Darrell Gates. I serve as 
deputy commissioner for the New Hampshire Department of Em- 
ployment Security. I also serve as chairman of the Unemployment 
Insurance Committee for the National Association of State Work- 
force Agencies, known as NASWA. On behalf of NASWA, I am 
pleased to speak on the implementation of the Middle Class Tax 
Relief and Job Creation Act of 2012. 
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States have done an extraordinary job reacting and adapting to 
the unprecedented challenges of the great recession. From 2008 to 
2010, benefits paid to UI claimants more than tripled from roughly 
$42 billion in fiscal year 2008 to $143 billion in fiscal year 2010. 
The rapid and unprecedented increase in UI claims since 2008 
brought some State programs nearly to a breaking point. This is 
due to the lack of funding for UI computer technolo^. State UI 
programs have information technology systems averaging 25 years 
old and are unable to easily adapt to programs such as Emergency 
Unemployment Compensation Act of 2008. But States are moving 
rapidly to implement the new law, and my comments will focus on 
the progress of implementation. 

First, States appreciate the new law kept the current tier struc- 
ture intact. If the program is continued beyond the end of the year 
with the goal of an eventual phaseout, NASWA recommends it 
should be accomplished by either adjusting the unemployment rate 
triggers for the tiers, the number of weeks in each tier, or elimi- 
nate tiers in reverse order with the last tier being the first to be 
eliminated. 

Second, States applaud Congress for funding reemployment ac- 
tivities known as RES and REAs. States are moving aggressively 
to meet with roughly 9 million workers by the end of the year to 
comply with the in-person requirement. But the process could be 
easier if USDOL recognized basic technology, such as the telephone 
and video conferencing, that allow for virtual in-person meetings. 

In New Hampshire and other States, investments have been 
made in video conferencing. This technology would speed along the 
meetings with claimants and provide the services they need, but 
USDOL has said this would not comply with the in-person require- 
ment. 

Third, NASWA recommends early intervention of reemployment 
services as soon as the claimant files for UI. Providing these serv- 
ices in week 1 rather than week 27 yields the greatest return for 
the unemployed, employers and taxpayers. 

Fourth, NASWA recommends a permanent REA and RES pro- 
gram through our capped entitlement grant at $500 million per 
year. We recognize this is challenging, but it would ensure States 
receive sufficient funds for reemployment activities to help the job- 
less go back to work sooner, which also could lead to lower benefit 
outlays and lower employer taxes. 

Fifth, on the demonstration projects we recommend that reem- 
ployment bonuses should be added as a permissible activity. The 
bonus could be graduated to pay larger bonuses for early returns 
to work and progressively smaller bonuses for later returns to 
work. 

Also, New Hampshire, and I suspect other States with limited 
staff, will likely not apply for the demonstration projects because 
USDOL imposed too many conditions. My State would need an ad- 
ditional staff person to assure the application was complete. 

Sixth, on the work search criteria. States should have the flexi- 
bility to conduct the work search data that best meets the needs 
of the States. USDOL has told New Hampshire that paper logs 
must be submitted during the in-person session even though my 
State collects this information electronically. 
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Seventh, on a nonreduction rule, NASWA recommends it should 
he eliminated completely and not just modified. States should have 
the fiexihility to determine the most appropriate methods for ad- 
dressing Unemployment Trust Fund solvency. 

Eighth, on the data exchange provision, NASWA strongly agrees 
that data on participants in various publicly funded programs could 
be collected, stored and exchanged more efficiently, and used more 
effectively. NASWA is hopeful 0MB will fund a NASWA proposal 
to improve payment accuracy, administrative efficiencies and serv- 
ice delivery, and reduce barriers to program participation of eligible 
applicants. 

Finally, to address the aging computer infrastructure, NASWA 
was hopeful Congress will consider our administrative funding pro- 
posal that would do the following: maintain the current funding 
structure for UI administration and give States an additional dis- 
cretionary appropriation of $100 million each year for IT invest- 
ments to promote efficiency and better services to employers and 
workers; and in years in which 50 percent of FUTA revenue ex- 
ceeds the amount that would be allocated under the current sys- 
tem, generally in better economic times, provide States with an ad- 
ditional amount for UI administrative investments distributed via 
a formula. 

Thank you for the opportunity to testify. 

Chairman DAVIS. Thank you very much. 

[The statement of Mr. Gates follows:] 
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NATIONAL ASSOCIATION OF STATE WORKFORCE AOENCIF.S (NASWA) 
STATEMENT ON THE t’NEMPLOVMENT INSURANCE PROVISIONS OF THE 
MIDDLE CLASS TAX RELIEF AND JOB CREATION ACI OF 2012 

SUflMnTED BY DARRELL L. GATES 
DEPUTY COMMISSIONER, 

NEW HAMPSHIRE DEPARTMENT OF EMPLOYMENT SECURITY 
ON APRIL 25, 2(112 

TO THE HOUSE COMMITTEE ON W AYS AND MEANS 
SUBCOMMITTEE ON HUMAN RESOURCES 

Mr. C't)u)rm<in and Members or ihc Sulx-ommiiiec, thank you lor the ojiportuiuiy to icKiity on implementation ol'tlte 
Middle Class Tax Relief and Job Creation Act of 20 12 (P.L. 1 12'96). Slate Workforce Agencies na* a*spnnsiblc fur 
mipicmcntaiioti of LUCOlS and other proNisions in the Act. flic National Association of State Workforce Agencies 
(NASWA) submits this testimony for the record. 

The mifsiun of NASWA is to serve as an advocate for stale wurk force agencies' prugmm«- and policies, as a liaison to 
workforce system partners, and as a forum for iIm exchange of information and elTcelive practices. Our orgam/alion was 
Inunded in 1957. Since 1975. it has been a private, non-profit corporatkm, linanccd by annual dues from member 
agencies and other awentic. 

Our members administer criiicul programs including Unemployment Insurance <UI), the Workforce Investment Act 
(WlA), Veieran.s* Employnient and 1 raining Services (Vt IS), Labor .Market Infonitalion (LMI), Trade Adjustment 
Assistance (TAA) and the Employment Service (liS). 

The Unempkiynimt Insurance Syalem in Ihr Anerntatli of the Great Rescission 

The unemployment insurance (Ul) prognim is an entry' point to the natioiTs one-stop carcct center system lor workers 
who lose their jobs. For many workers, this may be their first interaction with the publicly-funded workforce system, li 
should provide timely income support, while empltasi/ing reemployment of Ul claimaiiLs. 

the Ul system is a iinii)uc federal-state partnership, grounded in federal law, but administered through state law by state 
oIBcials. It prov ides temporary, targeted, timely and panial wage replacement U) laid-off workers. Created by the .Social 
Security Act of 1955. the Ul system has been a successful social insurance program (hr many years. The system is 
dvcenlrali<u:d at the state level (o address the varying economic problems among the stales. Slate unemployment benclits 
are financed through slate payroll (axes, which tiiv held In individual Htaic lru.st fund occotniis in the foderul 
linemploymcni TrtLsi Fund in the U.S. Treasury, 

Administering unemployment benellls involves a number of efl'orts. For example, stales arc responsible fur ( 1 1 
proee.xsing henelli payments for both state and federal claims: (2) preventing overpayments and fraud: (3) answenng 
thousands of questions they receive from Ul elaimaiiis and employer taxpayers: and (4) revolving disputes about job 
separations between U I daimanis and employers in the claims udjudication procevv. Htcsc arc time consuming tasks imidc 
harder by a record number of claimants during and alWr the Great Recession. 

While much has been written about problems states have encountered with unemployment insurance cull centers and on- 
line claims pnvecssing, stales have done ,in extraordinary job reacting and adapting to the unprecedented challenges of the 
Great Recession. From 200N to 2010, hcncfils paid to Ul clainianis more than tripled from rougltly 542 billion in Fiscal 
Year 200t!( to $145 billion in Fiscal Year 2010. While benellls decreased to $1 13 billion in Fiscal Year 20 1 1. Ihe rapid 
and unprecedented incmises in workload on state workforce agencies since 2008 brought some state programs nearly to a 
breaking point. Tins Is due to the chronic federal underfunding of tlw slates for the adminisirniiou of the (.U infnismiciurc 
w hich ha.s leti states with legacy inlormaiioit lecltnology averaging 25 years old. 
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Tbc Middle ri]i$sTaji_RrMcr und -lol) ( rruilon_Aci of 2(H2 

The Acl extends ihc expiralinn deles ol’llie EUCOR pwgnim nnd the icmpontry proNiMons of the Extended Bcncfii (TB) 
program. It eonlams complex and ptiascd>in changes to the EliC'OR program atid altcis the doratiun and state availability 
orcach tier ot the EUCOH program dnnng three .separate periods: March>May 20 1 2, J(mc>Aiigu.st 20 1 2 , and September* 
IX;ceinber 20IZ 

States are moving rapidly to ctnilonn to the Act. Titey appreciate the nets In^ kept ilie current tier .structure mlaci 
NASWA recommends it' the EUC08 program is exiendcd beyond December 201 2, it should retain the current tier 
structure. If the lederal government decides to phase down the program alter Dcceml>er 2UI2. ii>houlJ cither adjust the 
unemployment rate triggers tor the tiers, the number of weeks in each tier, or eliminate tiers in reverse order with the last 
tier being (Ite iirM to he eliminated. 

Reempinsmeni and F.ilgibiliiy Assessment^ and Rerniplovmcni Sersiccs 

The Act provides new entitlement Funding estimated at about )i440 million to .slates from gcnerul funds to provide 
Reemployment and Eligihiliiy Assessment t REA) ttciiviiica and Reemployment Services (KESi to EUC cinimants. 
NASWA applauds Congress for providing funding ip a.ssisi the jobless get back m work fnsicr. 

Numerou-s evaluations demoimraie REA and RES programs reduce Dl duration and are cosi-elTcctive. Rcemploynieni 
asseiksmcnu and scrv ices arc proven to reduce a claimom's duration on unemployment insurance benefilh hy two weeks or 
more. This docs not sound signincant, but a reduction oflwo weeks of iineniploymem benefits for one million workets 
W'ould save about Sf«0i> million in federal bcneiil outlays. 

Research varie.x. but in Wa.shingion State, for example, a reemployment ser\ ices dcmonsiraiion prpieci reduced claimom's 
duration on Ul hy nearly eighi ssccks. Further, m Minnesota and Nevada, providing job search assistance services. 
MK'ludiiig individual case management, also reduced duration of unemployment insurance— by 4 weeks In Minnesota and 
l.fi weeks in Nevada. 

Ul elnimaiMs do not necessarily luivc in-perion connections to employment nnd job search assistance scrvjee.s. Most Ul 
claims processing occurs remotely over the inieniei or telepJumc. They might be required to register for work, hut they 
mighi not necessarily avail themselves of the services in onc-.Htop career centers auihori/ed under the Workforce 
Invesimem Act < WIA). States and the reUeral government have become more iniere.sied in connecting Ul claimants to 
reemployment services, but the mllalion adjusted funding for these programs has been declining and has not kepi pace 
w ilh the grmvih tii the labor force, nor has it responded well to llie near tripling of initial Ul claimN early in the Great 
Recession. 

A permanent REA and KES program ts needed. Ihe American Recovery and Reinvestment Act of 2 (Hjq (AKKAl 
included S250 million for slates to provide Rc*employmcni Services largcied specifically to LT claimants as a lemimrary 
increase in autlmri/ation for die WagnerPtryser Act program. Many states u.scd these funds cn'ectivcly, but these funds 
have hcvn spent and the workforce system is struggling to serve a pcrvislcntly high continued Ul claims workload despite 
the recent drops in initial Ul clBim.s. While most states have received separate RFA grants from liTA. the funding 
am(mni.s- have bc'cii temporary, and these grams provided no funding for recmploymciii iiervicev. 

Many stales have reported it w ill he dilllcull to develop an efTectivc program with pcr-cupila operuiional costs of S85 or 
less as speciiied in the Act. Eurlher. ihe Act doe.s not provide states funding to cover the fi.xed costs to develop 
programming and for siart*iip operations. States that have limited REA pmgrnms, or arc not currently implementing REA 
program.^, likely will face more diniculiics because they will iiui he able to build on evlsiiiig programs. Some states also 
have said vvilh limited funding and high caseloads it will be hard to pruvidc Ihe reemployment services allowed under Ihc 
new Act. They might be forced to provide minimal REA sen ieca only. 
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^ln>PerMin** REA/KCS Ri’quiremeni 

According (o USlX)l guidance, "swics musi. «l a minimum, raiuirc a CUC claimanri presence m pcriorm ihc a*vicw of 
cligibiliiy and nrvicM of (he claimmil’s ^^ork search.'* Iliis \sill prove chalienging fnr a number of stales as USDr)l. 
prpjocu approximately 3^2 iniUipn indiyidtuils will file for Fmt Tier benctus and 1.4 million claimanis currently receiving 
fvl>C I'irsi I'ier IvcneltU m ill iransition lo F.UC Scenud Tier, Some 4.4 million wnrkers receiving F-UC First Tier hencIlLv 
arc being scheduled by stales for "in person" a'cmploymenl services. About 4 million workers will he seen by stales 
(hrougli the duruiioti ofiltc FUC program, which ia .scheduled to e.xpire on January 2. 2013. 

The guidance interpms the siatuiory' “in person*' pros i.s(on to rci{uire die physical presence of each claimant ui a onc-»iop 
career center or alTiliale ollHcc. While (he guidance permits lle.xibility to handle cases remotely where there would be a 
hardship on u claimant to appear in perstm. it dues not rccogm/e haxic technology, such us (he telephone and leading edge 
technologies that allow lor “virtual'' in*pcrson meetings. 

In my state ofNcw Hampshire, wc have invested in vide<» conferencing Icehnoltigy and would like to use this technology 
(0 increase efilcicncies in our delivery of the new KF.A/KFS uctivilics for CUC claimams. Specifically, wc would like our 
ofllce suilT in rural areas to handle some of the in^penMin eligihiliiy reviews for claimanis in our urban arcus through video 
ermrerencing. So a claimani who appears in the Munchesicr ofllce would sii down and talk lace-io-face through video 
contcrcncing with a stalTer located in one ofoui rural oHlecs. However, ofTicials in U^lXJL's I'.mploymcni and rnimiiig 
Ailmmisiniiioii (l.TA) told us the u<(e ol video c'oiifereiicmg in ibis inuniier would not comply with the “in-person'' 
requirements under the statute. 

While it is u complex usk for all stales, those states with die highest uncniphiynieni rales face challenges, in my state of 
New Hampshire, with an unemployment rate of 5.2 in March 2012. (preliminary Kc.ssoiiaUy ndlusicd), wc will see 
upproximately K.OOO perstvns for “in peruvn" assessments conducted in our onc-stop career centers throughout ihi; 
reniainder of (he year, about 85 percent of our EUC workload fnmi 2n| I. In stales like Nevada and California, the task is 
more difTlculi. In Nevada, for example, they will be renting large convention facilities to process as many claimants as 
possible at one lime. Caliromiu, will conduct ihc ttsscssmems in their 80 plu.s onc-Mop career ceniers, but the scheduling 
and loguiics of seeing im»re than 50U.O00 claimants Ibr “in-person*' asse.ssmenls requires considemble organi/aiiun and 
eourdinulion. 

NASW'A also recommends early engagement in REA and KL-S targeting claimants who tile their U1 initial claims — as 
impttrumi interventions to producing the grealcsi returns for the unemployed, empioyer.s imd taxpayers. Under the Act, 
states are* required to engage EUC elainianis in REA activities within a specilled period. Since FUC dainianls in nuvsl 

q£ U{.receip^ the provisions are targeted at the long-term unemployed and 
not initial Ul claimants. White wc rccogni^ the concern about long-term unemploynicni and the cost ofFUC, state 
administrators believe eitguging clulmunis in KFA and RES earliei in iheir receipt uf Ul would he more cosi-etVcctive. 

Work Sea rch, Riiq ulrem eti Is 

live Act omend-s HUC eligihiliiy provisions to include specific language miuiring individuals to he able woik. uvailahle 
for work, and actively seeking work. I >ndcr prior federal law . state law' work search requirements applied to tUC 
claimants, fhe new law dctmc-v “nclively seeking work" to mean an individual mitsi register for employment scrv’icca: 
engage hi an active work search: maintain a detailed record of employer coniaeLs; and provide the work search record to 
the stale upon request. 

The new language in Ihc Act generally mirrorH whut xtiUe law.s already require of elaiiiiuiiLs. As ihe IJepurtnterii ol 
Labor's (.'omparison of Slate Ul Law.s Hnds: “In addition lo registration for work at a ItKal employment office, uH 
slalc.s, ,, . w hether by law or practice, require that a worker be actively seeking work or making a reasonable effort to 
obtain work.** One stale was an exception to this statement until it recenlly changed its law. Wc know of no .state 
exceptions now. 

Stales should hove ihv Oexihility to collect the work search data in the manner that best works for tlicir stale. In New 
I iainpshiiv. for example, Ul claimants will have already submitted a record of their work search that will l>c electronically 
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linkcil 10 ihcir citiiiii in our syitlem. Yvt. hTA tJi iiisistiriii cl»imutiUi hrtn ]2 ‘'pu]>er of lUeir Nvork suurdi wiili ilic 
names of cmploycn; contacted. meUiod of contiict and date ol u>nmci. fhii duplicative of wliat they hax c already 
submitted. 

nverpuymentti 

The Act changes federal laxx on the vollcsiion of Ui tivcntaymenUi Ihun states “may** to “shall** collect state and federal 
overpayments. The nc>s laxx reads: 

A Slate shall deduct from unemployment hcnctlls oUterwisc payable to an indix idual an amount equal 1 u any 
overpayment made to such individual under an unemplnymcnl hcnellt pn'gram of the Untied Simcsor ofnny 
other. Stale, and not previously recovered. The amount su deducted shall be paid to the jurisdiclton under whose 
program such overpayment was made. Any such deduetiims .shall be made only in accordance w ith the same 
procedures relating to mnice and opponuniiy for a hearing a.s apply to the recovery of overpayments of regular 
unemployment compensnlion paid by such Stale. 

States Kirongty suppon avoiding UI overpaymenu and eulleciing them when they occur. Stales and the federal 
government arc making improxenicin.s in Ihis area despite comiimcd underfunding of lederal grants to states for UI 
administration, the excessive workload brought about by the Great Recession and the weak recovery of employment. 
I'..xamplcsoriniprovcineni include the ongoing irnplemcntmion of the State Information Uaia Exchange System I SIDfiS) 
.ind the new federal law requiring employers to report rchires of separated employees. Both these improvcmcnis help 
stales make heller decisions ahmt tite eligibiJiiy of UI elaimani.s by providing more timely informultoti about the 
claimants' scparalions from employment and any earnings they might have while claiming Ui benefits. 

USDOL has not yet is.sued guklanee on how slates should implement thi.s nexv law . States arc concerned about 
imptumeniaiion in the oa‘n of iniersliue hcnctlls. which is governed by reciprocal inlersiaic uga'cments among Ihe states 
that the slates arv in the proces.s or revising and updating. C ollecting UI overpayments within a slate is complex, but 
when trying to eolkvi across stale lines. siatc.s nce<l recipnK'ul agreements under which the laws of each state arc 
respected and obeyed. 

Shnrl-Tlme (lompensnilon 

The Act included a new provision for Short-Time Compensaiion (STC) Progiam. also known as work sharing. It pnxvides 
incentives for States to iinplcmeiu these programs and adds some nexx provisions w ith which states must comply wiihin 
roughly tw o years. Some new prnvision.s require participuiing employers to: 

• reduce hours hy at least 10 percent, bui not more than bO percent: 

• certify, ifiK'nIlh and retirement hcucriis arc provided to emplovccs, tluisc bciiefil.s will noi be reduced due to 
pdrtici|>alioiti and 

• submit a xvriltcn plan describing hoxv the rcqihrcmcnis will he implemented with an csiimiile of the number of 
layofl's that would have itceurreJ but Ibr die program. 

The work shaiing pntgruni is not a new concept to the federal-suite uncniploymcni insurance (Ul| system. In IV7g, 

C alifornia xvas die ftnu state to impiemeni a SIX program where employers could oflset workweek reductions with UI 
benefiLs in order to avoid lolul Uyofi's. Since IU78. twenty-one other suites have introduced sonic type of work sharing 
program. California is Ihe only stale out of the twenty-two stales (AZ, AR. CO, CA. GT. IX'. Ft , lA, KS. I,A. MI), MA. 
MN. MO. NU. NY. OK. OR. RI, 7X. VI , and W A) with a work sliartng program that does not require a percentage 
maximum for the reduction ol hours worked. 

The new federal definition for the .STC program has two requiremenis where stales with c.xisling STC programs might 
have to modify their UI laws in order to receive the federal funding. States will have to make sure the reduction of hours 
is not more than 6(1 percent and that employers will have b> continue to provide healtli and reiiremeni benefits. California 
has indicated the new federal requiremem of a fid percent maximum might be problemuiic for .some employers. 
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liSOOI. hiis nut ycl iswued guidunctf un ihtr^c iimtiiulnicntfi. states might have uddiliunal comments later. 
Sclf-F.inpio^mcot Assbfonev 

The Act auihorircs an c.\icnsiun ol the Selt-limploymcni Assisianee (SRA) program to incliKlc iiulividiials who are 
a>llccting tUC consistent with the parameters of the established program, t he selC-employmcni concept was lirsi tested 
in the Id00‘$ through a series ordemonslralkm programs and then made permiuicni in I While ilic vivncepl of 
olTcring unemployed individuals the opportunity to start a small l>usinc>ss aa an altcrnuiivc to collecting benefits is in 
iltcory promising, the cxpcrieiwc has been mixed. Todiy seven states: Delaware. Maine, New Jvrtev, New- York. Oa'gim, 
Pennsylvania and W-ushingion have active Sclfkmployment Assistance programs. 

The Act aulhoriyes S35 million lor this aclivily. Data I'rom Ihc iX’partmcni of Labor show Irom to 201 1 the largest 
single year expenditure was ab«>ui $17 million in 2002 and the average yearly bencHts paid for the w'hole peruvd was only 
SI0.8 million. The average number of individuals referred to an SBA program peaked at 3.l7i) in in 2002. The average 
per year for die w-ltole pcriixl was abimi 2,00(i claimants. In 201 1 only I.05S individuals eiuercd an SEA program and 
they received benefits of slightly more than SI million. 

NuO‘Reduciion Rule 

The Act modhles the non-reduciion rule that rei|uires slates to maintain their current weekly benefit amounts f W llAs) in 
order lo receive TUCOS Omding, with an en'volivc date of Match I, 2U12, Prior to P.L.I I2-Q6, if .states Tailed to maintain 
dicir WHAs. (heir access to l£UC Tunding, 100 percent Tcderul Ununcing of Extended Beuefiis. and the det'emil oriniereai 
and Federal Unemployment fax Act credit reduction caps would have been in jeopardy, 

While NSW A understands the intent of this proviskm to proic*et weekly benefit amounts for claimants, we believe the 
non-reducliun rule should be eliminated, h limits a borrowing state'x options to address solvency issues by denying BL'C 
eligibility to states that reduce weekly benefit amounts, h might have ted some states to reduce poienii.'il weeks oT 
bcncfiLs instead. Without this provision, ui leuxl Tour slates would have been found in violation of the non-reduction rule. 
States should have the flexibility to determine the most appropriate uneinploymcni insurance heneftl structure and 
method.s for addrevsing uncmploymcni msurimce trust fdnd solvency. 

Demunstralinit Projccu 

The Act authorizes (he .Secreinry of Labor (o enter mtougivcnients with up (o 10. stales that apply to conduct 
demonstration projects evaluating meastircK to ivemploy III cliiimaius sminer than they normally would return to work 
Approved demonstration projects are limited to those that: ( I ) subsidize employer-provided training; or (2) subsidize 
wage-s of It I claimants to pay the pan ofa wage that exceeds a UI ctaimani'.s weekly benefit amount. The maximum 
subsidy per week is the UI claimunl’s weekly benefit amount 

As part of the dcmomiirotion auihoniy. die Secretary' is authorized to waive the "withdravvai standard'* that generally 
limits the use of stale unemployment trust fund account funds in the payment of bencHts. The appIK'ani state must nvam: 
and provide supporting analysis that the dcimmsiratioti project will not result in any increased net costs to the .state's 
unemployment trust fund aeeouiu during its operation. State trust funds may be used to cover the cost of Ihc rcvjuircd 
state evaluation too. but these costs must be included in the calculaiion that (here is no net impact on the state trust fund 
aceounl- 

NASWA strongly siippons cilbiix lo accelerate the rate ui whjeh L'l claimants rclurn to suiiabje wx>rk. . M.emWrs helievc 
lilis U not unly good for the clajoiaiUs, but it i.s good lor employers and |bv taxpayers |oo. It would he helpfiil H'die 
fnlcnil government would prov ide separate funiLs for die cvaiiuiiions of these dcmonstraiion projects. 

While New Hump-sliire has an excellent rctum-io-work program, it decided against applying for die demnnsiraiion project 
because USDDI. imposed too many conditions in its Unemployment Insurance Pnignm l.ctK'r. In order to provide 
assurances that all requirements in USDOI.'s upplicatinn procesii were complete. New Hampshire would need mi 
udditinmil .stafT person to complete the application. 
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NASWA has one idea it would like i» add lo dcmoti5traiinn authority • reemployment bonuses. The concept is to pay 
bonuses to I )1 claimants vs ho rLMum to w ork sooner than projected. The bonus could lie graduiiied to pay larger heutuses 
tor early returns lo work and progressively smaller bonuses for laler returns lo work. Similar rigorous evaluation 
standards to assure no net cost lo slate unemployineni tnii»i lunds could apply lo rccmploymcni bonuses as has been 
applied to ibe demonsiration projects under this Act. Such an opiion could be added lo the autltohiy dcf^cribed above with 
apprt>prhiie miHjiHeaiions. 

NASWA would he pleased lo work with ihc Subcoinmiiicc on such an amendment. A recent summary of the research 
ev idence on reeniploymem bonuses by economist Stephen A. Wandner says they significantly alTect job search behavior 
and reduce the duration of unemployment. Further, the bonuses should be no more than Ihrcc or four times a claimanl's 
weekly beneHl anunmi and iliey should be aimed at workers projected to l>e unemployed a long time, such as disUwaicd 
workers. 1 argeitng worker.s who arc likely lo be unemployed a long time early in their spells of imemployniem and 
subsidi/mg their reemployment ha« die greatest promise Iim* unemployineni benefit nuilay savings. 

Data KxchaMge.SlaBtiardUalion for IriiprovMl lnlero|ierahllUy 

The Act requires the Secretary of Labor lo designate a Jala evchange standard for infonnaiion required under ihe Ui 
program a.s described in Titles 111. IX and XII of the .Social Security .Act. As wc understand it, this in part reflects die 
conuem that data abuiit partieipanlv in various publicly-funded programs aiv nol communicated elTicienlly among 
programs and are oflen eollecicd and stored multiple limes in multiple places. NASWA agrees such data could be 
colivcied, stored and exchanged more elTTccnily and used more efleclivoly. 

In rcsprinse lo this problem. NASWA. through ils Inibrmation Technology Support Center ( ITSC), funded by the U.S. 
Dcjiariineni of Labor, suhnmtcd a proposal to the OlVicc ofMnnugemcni and Budget (OMB) Partnership fund for a 
National Applicant Directory and Data Exchange .System. It would be modeled aller two cxisiing systemt^^ ( 1 1 ihe UI 
Stale Information Data Hxchange System (SIDI'Sk and (3) the Wage Record Interchange SyMcm t WRISf Mere is how 
the Data Hxchange System would work: 

* An applicant would apply for licnellts or services from a program online; 

* An electronic applicant record is created for that priigram database; 

* The state requests diiiu on the applicant from other participating programs by using a siandurdi/icd formal 
submitted to a cenirul broker: 

* Tlie cenirni broker contains an index life of unique ideniillcrs of indis idiial pmgram applicants and program 
panicipains; 

* The central broker queries other ininicipultiig slate programs for data on the applicant: 

* Where data arc found on the applicant, they are extracted in a standardised formal and electronically sent bock to 
the central broker: 

* The ecntral broker electronically iransmils the data back to the requesting program: and 

* The program to which the applicant has applied now has information on the applicant from the other participating 
pragrams 

Such a system wnuld improve payment accuracy, administrative elTiciency, service delivery and reduce baincrs to 
program participation ufeltgible applicants. OMH has nol yet funded this propiisaJ. NASWA believes it responds to ihv 
com:cm.s ofLongre&s in this Act. We hope the Subcommittee would support the proposal and that i>MU will fund it soon. 
The stales of Florida. Minnesota and Mississippi have said Ihey would participaic in the proposed pilot of the sy'stem.so 
our Inibrmation Technology Suppon Center is ready to work with them to show that ibis concept could improve data 
cu'hofigc among programs dramalicnlly. 

Drug Testing jif Ajiplicants 

The Act allows states to enact legislation to test UI applicants for use of controlled substances :» a condition ofl'l receipt, 
in ea.vci> In which the UI applicant was fired hccau>e of drug use. Fhe LI.5. Deportment of I ahor has not yet issued 
guidance on this provision. 
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Ul Base Funding 1086-2007 
InHatlon Adjusted Dollars per 2 million AWIU 


23 
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'I1k ligure hctiiw ^^cckly inilinl claims and cutiimucd claims fur the itlaic prugrams tmly (Hxcludmg t^UC and EfU) 
Irum January 2007 thruugli January 2012. Note Ihoi unvmploymcnl uaiuilly lags hvhind Ihc initial stages of a recession. 

* 1 1re nuinScf of unadjusted weekly initial claims for stale bcncnis wus about ihc same in July 2(HJK as it was in 
July 2007. SIX montIts .nOcr and before the stan ofthc rccessmn. respectively. Then weekly initial claims 
skyrocketed to more than triple the level in July 200K to around WO.OOO from January ^ July 2009. Ihc number 
of Weekly continued claims for stale henelUs rose In response to mirre and more claintanis entering the system and 
Slaying on LM for even longer durations than had been experienced mceinly. Weekly continued claims nearly 
doubled from about 3 million in July 20()K tt> about 6 million in July 21)09. 

* As the economy began recovering, weekly initial claims and continued claims showed gradual declines from 2010 
to 2012. Initial cintim decline as employer layulfs decline, but gntwmg long-term unemployment and exicmvions 
of unemployment beitcfiis led to longer durations on regular state henetlis and higher weekly continued claims 
than would have existed m a stronger economic recovery. At the beginning of 2012. wc'ekiy initial claims were 
nearly back to normal, but weekly eoniiniied claims remained high at about 4 million. 


r|.na,diiMfed Ipilial apd_CoB(l 9 F^_^.i<vincloy,menl Iniunpnce Claim».(20P7^2ill.2J 
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Tlteri.* arv a number urtiimrccs of I'uiuliriy for Male uUmmislniiion ofUl. TIk* mum Miua'c is federal ^ninis for 
administration ofUI. \v1iich hriMks down into basc« above-base and contingency funding. 

• Base funding is. in a sense, how much the U.S. Department of l.abor (USfX^Lf determines a stale needs to keep 
its program running regardless of how low the workload falls at or near full cinploymeni. 

■ Abine-hasc funding is disirihiiicd during the year as states process workload.^ that exceed that funded by base 
funding, (.'oncepiually. this allows I ISIX)t to distribute funds to states that need the liinds abose the Kve 
funding, but al\cr the workload has been experienced uiid reported by the slate. 

■ Contingency funding is activated ai die national level when the average weekly insured unemployment ( AWIU) 
exceeds the level of AWIU that was funded in the federal budget. When a recession begins, contingency funding 
usually activates shortly utler the begiiinhig ol'dic recession when unemployment increases. The formula 

prov ides USDOL w ith S2)i.6 million per lUO.OUO additional AWIU above the level in the budget, which UfvDOL 
then distributes to states that have experienced the inereitsed unemployment 

The ngure below .showx base, above base and contingency funding (imbedded in above base in the graph) for Ul 
administration from fiscal years 2(HI0 to 20 1 2. Significant increases ibr above ba.se arc shown aa that funding helped 
slates cope w ith the recession beginning in December 2007. (he last month of the firsl quarter of Hscal year 2008. As (he 
graph shows, the sub.siuniial incrotses in above base and cuntingency funding occurred in fiss'al yeurx 2000. 2010 and 
2011 . 


Unempluyiiicnt In.suraiice (t'l) Adminisiralive Funding 
(Fiscal Years 2000 to 2012) 



In addition to (he regular annual funding, states can receive funds through supplemental budget requc&Ls(SBR.s), which 
fund irregular activities, .such a.s implementing (he Slate hiformulion Data Fxchange System (SIDES), Reemployment and 
Eligibility Assessments, or infonnalion technology ntodcmizaiion projects. Slates also can add their own funds to 1<I 
adminislnition. In the aggregate, states added about SIKO million ufiheir own limth to the federal grants for 
administration of'UI in 2007. hut this loial declined to about SI55 million in 2010. partly because of stale budget cuts in 
raspimse u* (he recession. 

NASW A Ad.niinUlraiive Funding Rcrorm.Pro|>uxal 

NASWA uig!C5 (he federal government lo ensure suCTicienl funds for proper and elTTeienl odminislralion of state 
unemployment insurance (Ul 1 programs by guaramceing states at least 50 percent of Federal Uncinploymem Tax Act 
(FUTA) revalue collected in the previous tax year Ibr grunts lo slates for administration. Lender this approach there 
would be a mi.xuire of discretionary and mandator) .spending for Ui administrative funding, os lltea* is undercurrent law 
(Contingency funding is mandatory landing atilhori/ed under approprioiions acts.) 

9 
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Aii MiKlcr current tuw, timding would be appropriated for base fxmding. above-base funding and contingency funding. In 
addition to current law, performance incentive awards would he appropriated up to SI(Hi million to states that exceed 
acceptable levels of performance on core measures set in State Quality Service PInnsiSQSPs). 

Iota) Ut Administration funding granted to states fora tiscul year would be the higher of the following: 

( h live sum oflal base funding, (h) above-base Junding. <c) cuniinjpmc) funding, end id) perfonnance incmiisc 
awards, or 

(2) 5n percent of FLifA revenue collected in the previous tax year. 

New mandaiorj) lunding would consist of the excess, jfany, ofSt) percent ufFUTA revenue collected in the previrnis tax 
year over the funding under the sum ofla). (b), |e)and (d>ubo>e. C.xces»cs likely would occur in years when 
unemployment is low because when uncmpto>'mcnt is high, generally SQ percent FUTA revenue collceied in the previous 
tax year would he lower than die sum of (a), (h). (c| and (d) above. 

Tlie excess, it any. would be a mandatory cntiilcinent to slates tind distrihuied to suites as lolltnvs: 

(1) 50 percent based on stale shares of the sum ufthc funding under (a), <b), (c) and <d) above; 
and 

(2) 50 percent based on stale shares of die estimated FLH'A revenue collected during the previous lax year paid 
by employers in each state. 

Alter exce.ss funds have been Jcptwiied In a separate stale administrative account for ten yean, the state may transfer such 
funds to its unemployment trust fund account to cover slate benefit costs. 

A number ofhasic questions about the NASWA administrative funding proposal have been asked, such a.s: 

|l ) Would funds be appropriated for performance incentive awards? We rcatirc in the current budget 
environment, this is not very likely. 

(2) How much would the excess funding cost? This fiindtiig would be available only during periods oflow 
unemployment. I f the proposal had been in cITcci from 1986 to 2010. we estimated there would be I2ycars 
out of the 25 years when an excess would have existed. Tlie annual excess in current dollars would have 
varied in thcivc 12 years between about S90 million and to nearly S250 million. 

(3) How would the cost be covered m the Congressional budget process? Iltc proposal docs not deal with the 
financing of the proposal, (.‘osts could be covered within un uncmpinymcni irvsurance reform bill or a larger 
budget rccunciliaiicn bill by changes in spending or revenue lo be determined later in (hose coniexls, 

(4) How could new mandatory spending be created? Contiiigcncy funding already is a mandatory spending for 
grants to states for Ul admini.<uration m appropriations bills and the new funding for fU:.A'KrS is mandatory 
spending on grants to states based on the number of FUC claimants needing in-perstin RbAs. 

(5) Docs the proposal have employer support? Yes. DWC. a group ropresenling employers in the Ul system 
supp(>rt.s tlie concept as long tts states uini added funding alinipRnitig the integrity oftheUI programs, which 
they intend. 

W e suspect the Siibcommitlec will have other questions about the NASWA proposal. NASWA looks forward to talking 
lunher abmrt the concept. Alter years of struggle, it ix the only propo.sal to reionn Ul administrative funding on which 
NASWA memhurx have reached a consensus, and that employers support. It ix the only idea currently in play that could 
alleviate the underlUndiitg of the system by the federal government and help the states Improve their lil inibnnation 
technology and tithcr systems. 

NASWA Recomniendaiion: A New Capped kntltlenient Grunt for Rk'A iind KF.S 

States are struggling lo admimsier their Ul programs in a “proper and elTicicui manner*' and prtw ide RFAiRFS for several 
reasons: 1 1 ) They have said for years the federal govemmcni underfunds state grants Ibr Ul administration; (2) REA 
funding (or stale programs (not HUC) has not been provided to all states and appears to be only one-time funding 
provided through supplemental budget requests (SDRs); (3) R!:S funding has been limited, uncertain and episwJie ul best; 
and (4) mllution-adjusied fimding for employ mem services under the Wagner Peyser Act and (he Workforce Investment 


10 
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Aci hitii been cut inHti> tinier, is !>ie;idil> deelttting, tinJ likely ^vill continue dcciining ua IcdernI durncMlc discretionary 
spendiny is cut c\en more in the next rc\s >Citr». 

In response to this strui^^lc. NASW A sugucsis ilic federal uovcrmncni create a capped cntiilcineni ^runi, ui S5tHi million 
per scar, to states for RI:A and RIZS to ensure steady and sitsiainable funding (^>r iltcsc impurtani aciiviito for the rcgnlnr 
state UI programs, the program should be paiicmcd alter (he RHA<RES prosisioas in ihc Act that currently apply only lo 
lUC clnmiHnis, hui should be funded out ol TUl ^ instCiid ofgenerMl resenue The amount per elaimnni should be set 
higher Ilian SKS. peihaps ai S2U0 per elaimam. so some Kf-iS could be pros ided m addiiion to minimal Rl. A services. 
Stales strongly suggest » more eost*clTcciivc approach \xould he to apply RL A/RFS to the claimuni.s of regular state 
hencfiis early in iheir claims, instead of uaitmg until they exhaust their regular state henellLs, aher as much as a half year, 
and transition onto UUC. 

NASWA is aware (hnt creating a ncNs capped entiilemcni gram to states for RFA/KFS would be challenging. However, if 
there is sulHeieni FU1 A rcxeiiue coming into the federal unemployment trust liuid lo fmonce these actixilie.s and 
sulTieicni funds are not appropriated for slate administration ofUl and Wagner Peyser Act services, a capped ciitillcmcm 
would be a way for the t'omminee on Ways and Means to ensure states recene sulTicieni funds lor RIZA 'RliS. This could 
help claimants go back to work sooner, which also could lead to lower benefit outlays and lower employer taxes in the 
future. 

We urge the Stibeonimiiiee to consider this idea and worti with NASWA lo map out the details of tins concept. 


Chairman DAVIS. Mr. Temple, you are recognized for 5 minutes. 

STATEMENT OF LARRY TEMPLE, EXECUTIVE DIRECTOR, 
TEXAS WORKFORCE COMMISSION 

Mr. TEMPLE. Thank you. 

Good morning, Chairman Davis and Ranking Member Doggett, 
distinguished Members of the Committee, Congressman Brady. 
Thank you for inviting me to testify on the implementation of the 
Middle Class Tax Relief and Job Creation Act. 

As we have talked about in previous testimony, Texas prioritized 
the UI claimant population as its number one population to serve 
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in a State, second only to vets, in 2003 by actually self-imposing 
a 10-week reemployment measurement for UI claimants. This isn’t 
a Federal measure, this isn’t a State legislative measure; this is 
one that we put upon ourselves. 

When we put this in place in 2003, our unemployment rate was 
about 6.4 percent. Our performance was around 27 percent of the 
claimants were going to work within 10 weeks. During the — before 
the downturn in the recession, we had gotten up to 64 percent. I 
am happy to report now that last year we were able to get back 
up to 50 percent, and it continues to grow. Ten weeks is great; 
eleven, twelve or thirteen is certainly better than sixteen, twenty 
and twenty-six. So the Middle Class Tax Relief and Job Act sup- 
ports what we are already doing. 

Another example of how Texas has made this population a pri- 
ority is the legislature in 2009 created the Texas Back to Work 
Program, putting general revenue into our appropriation. I am 
happy to report that to date, in less than 2 years, we have had over 
25,000 placements with over 4,000 participating employers. Two- 
thirds of the employers participating have employees of 100 or less. 
The average wage replacement before the individual became on UI, 
we are able to statewide 96.8 percent replacement rate of those 
wages. We have been able to reduce on average, including State- 
funded benefits as well as EUC, shorten the weeks by 9.01 weeks 
of UI. And after the cost of the $2,000 incentive and the roughly 
$200 per to administer, it is still $596 cheaper on average than the 
total cost of benefits for those who did not go through the program. 
This is not only saving State trust fund dollars, this is saving Fed- 
eral EUC dollars as well. And in addition, 15 percent of the people 
that we serve in this program are exhaustees, so we are not only 
serving those who were on UI, but we are also serving the long- 
term unemployed. 

As you are aware, and we talked about it earlier, the testimony 
earlier, the REA/RES services, Texas is under way with that imple- 
mentation. To date, through our system of local workforce boards, 
we have outreached 28,000 individuals in the first — just the first 
4 weeks. We expect this to be about 7,000 individuals per week 
through the end of August, which will total about a little over 
160,000. 

Our first day of outreach was Monday, and we got the report yes- 
terday. We had a — unfortunately we had a 53 percent no-show rate 
for the first day of the three of our boards that reported the per- 
formance. Those people will be held ineligible for that week. We 
will have to outreach them again. And I bring that up because as 
the way that we are funded, the $85 per claimant, we are only 
funded for those people who show up. So States are going to have 
some unreimbursed expenses to this degree, and we are trying to 
work through that. 

The one thing that complicates this, we will be hiring an addi- 
tional 225 staff on a temporary basis to help us administer this 
program, but our infrastructure was woefully inadequate to be able 
to fund this, this outreach, this quick, and we didn’t have it in 
place. A year ago we had about 250 offices around the State. We 
have 220 today. These offices. Employment Services as well as Un- 
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employment Insurance Administration, the vets program and those 
others, are funded through FUTA taxes paid by employers. 

Over the last 10 years Texas — Texas is a donor State; we get 
about 35 cents on the dollar. Over the last 10 years, Texas has con- 
tributed $5.2 billion into that system, and it received $2 billion 
back, and that is after paying back our loans. So we don’t believe 
this money is falling from Heaven; it is money that we are sending 
to D.C., and we are not getting our return. And it is part of the 
issues that Darrell Gates talked about would get some more parity 
into the funding to States, particularly donor States like Texas. 

I want to talk a little bit about the waiver process. We did sub- 
mit a waiver. Very quickly, we thought we had met the criteria set 
out in the act that said what a complete application would be. And 
we are now reviewing those requirements under the guidance, and 
one of the things that will — just as an example, regardless of what 
your benefit amount is, everyone represents a $2,000 hiring incen- 
tive. Under the guidance as we read it so far, and we are still read- 
ing it, we will have to have an individual reimbursement for each 
individual person depending upon their benefit amount. And we 
are looking at serving — I estimated 33,000 to 35,000 people per. 

That is not the most business friendly 

Chairman DAVIS. Your time is expired. Thank you very much. 
I appreciate your passion. 

[The statement of Mr. Temple follows:] 
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Good morning Chairman Davis. Ranking Member Doggeli and distinguished members of the 
Committee. Thank you for inviting me to testify on the implementation of the Middle Class Tiu 
Relief* Job Creation Act. 

As I have stated in previous testimony, Texas prioritizes Ute Ul claimant population in its 
reemployment elTorts. Tlie Commission formalized this priority in 2003 and self-imposed a 
reemployment measure for Ul claimants within 1 0 w ceks; this is not a federal or state mandated 
target. Prior to establishing this fonpnl target and the introduction of new tools and policies, 
performance was roughly 27% but climbed to a high of 64% before subsequently dropping with 
the onset of the recession. 

Despite a slow economic recovery and Texas having seen the unemployment rate hit over 8% 
this past year, we continue to connect Ul claimants to work. The 10-week performance target 
has exceeded 50% in the past year. It is important to recognize that while our grral is 
reemployment within III week.s, going hack to work in II, 12, or 13 weeks, is still better than 
reemployment in 1 6, 20. or 26 weeks. 

As further evidence of the State’s commitment to getting Ul claimants hack to work, the Texas 
Legislature in 2009, created a hiring incentive initiative, the Texas Back to Work (TBTW) 
Program, This program is what we based our application on for the Department of Labor’s 
(DOL) demonstration piojeci outlined in this Act. I am pleased to share the following results: 

• Over 23,01)1) placements 

• Over 4,000 employers participating, over 2/3 of ptirticipating employers have 1 00 
employees or less 

• Average wage replacement of 96.8% 

• TBTW placement tended to reduce benefits utilized by 9.01 weeks on average tstate and 
federal) 

• A TBTW placement is $596 cheaper on average than the total benefit cost for a similar 
claimant who was not placed 

.As you are aware, the Middle Class Tax Relief* Job Creation Act included a number of 
provisions aimed at getting Emergency Unemployment Compensation (EUC) claimants back to 
work. Specifically, the Act requires sliites to provide Reemployment Eligibility Assistance 
(REA) and Reemployment Services (RES) to EUC claimants that enter into Tier I benefits or 
transition from Tier I to Tier 2 on or after March 23, 2012. 

This includes four steps; orientation to the services available through Workforce Solutions 
Offices, labor market and career information, assessment of the EUC claimant's skills and in- 
person review of the claimant's continued eligibility for EUC, including a review of the 
claimant’s most recent work search log. The first Umee steps of this requirement can be done in 
groups, by phone, or via webinar, but the fourth step will require each individual claimant to 
come into a workforce center and meet face-to-face with employment counselors. The Texas 
Workforce Commission will hire an additional 225 stafT in order to execute this provision of the 
Act. 



91 


Building on an inlegnited system administered through a network of 28 Local Workforce Boards, 
we have benefited from our existing operational relationship between the Boards and our 
unemployment services. This infrastructure has allowed us to build upon a process already in 
place to administer the REA-RES provisions. Although Texas has the benefit of having an 
integrated system, and Texas's unemployment rate is below the national average, there will still 
be challenges to our system. 

As I staled, the provision requires in-person reemployment services, meaning 

the claimants that we outreach will have to come into one of our 220 One-Stop centers. We have 

already conducted outreach to 28.000 EUC claimants in just the first four w eeks of 

implementation. TWC estimates approximately 7.000 EUC claimants per week will he 

outreached out of 161,000 claimants between now and the end of Augu-st. In some cases. One- 

Stops arc preparing to sec an additional 1 .000 claimants walk through the doors in just a single 

week. 

Because stales only gel reimbursed for those claimants w ho actually respond to outreach, there 
will he unfunded costs associated with implementation. For e.xamplc. out of the first group of 
claimants scheduled for services, 53% did not report and niu.sl be contacted again. SlalT lime and 
cost to generate lists of claimants and sending outreach letters will not he recuperated unless the 
claimant comes in for services. 

The local infrastructure to serve the unemployed is woefully inadequate. A portion of Federal 
Unemplovmenl Tax Act (FUTA) dollars paid by Texas employers funds regular Employment 
Serx ices t ES). Unfortunately, Texas is a donor slate in the Federal Unemployment Insurance 
.Sy.slem, receiving only 35 cents on the dollar in return from FUTA taxes paid by employers. 
1‘here is an expectation for Texas and other donor stales to administer programs without prior 
investment in local infrastructure to provide the resources to otTsel those costs. 

Another challenge I would like to bring to your attention is the guidance provided by the 
Department of Labor (DOE) for the implementation of this Act. Fur example, implementation 
on the unemployment insurance side for imposing a sanction of a period of ineligibility for not 
participating in the REA-RES is an “open ineligibility" until the individual participates, yet on 
the workforce side, the imposition of a sanction or a period of ineligibility is just one week. This 
is a prime example of the disconnect and lack of understanding within DOL of how contradicting 
policies impact the implementation of programs at the local level, and contrary to supporting an 
integrated system of service delivery. 

In closing, I would like to brielly address Texas's application for a demonstration project under 
Section 2102. Texas submitted a waiver application on February 24. 2012 based on the criteria 
for a complete application as laid out in this section of the Act. On March 1 7, DOL denied our 
application stating that we would have to wait on federal guidance for the application process. 

On April 19. 2012. DOL issued guidance on how stales should apply for a waiver. We were 
disappointed that the guidance appears to go beyond what we believe is required by the 
legislation. The legislation set out a simple process in about four (4) pages of bill language, yet 
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I)(JL released 19 pages of guidance that we believe lo be overly bureautnilic and 
adminislratively burdensome. 

In our opinion, the DOL guidance is more process driven rather than outcome based, which we 
believe should be putting people baek to work. The Middle Class Tax Relief & Job Creation Act 
specifically states that these demonstration projects are intended to begin as soon as possible 
upon enaelment of the legislation. Hud Texas been able lo move forw ard in early March, we 
estimate that we had the potential to place an additional 2,400 Individuals in a job under an 
already existing, successful, and DOL recognized program. 

Again, thank you for allowing me to testify before you today, and I will he happy lo respond to 
any questions. 


Chairman DAVIS. Mr. Vroman. 

STATEMENT OF WAYNE VROMAN, PH.D., SENIOR FELLOW, THE 

URBAN INSTITUTE 

Mr. VROMAN. Thank you, Chairman Davis, Representative Dog- 
gett, other committee members. 

I have submitted a written record, which I will refer to for cer- 
tain of my comments. However, the one aspect of the Middle Class 
Tax Relief and Job Creation Act that I do want to single out for 
particular attention is the provisions related to short-time com- 
pensation; that is, allowing employers to reduce weekly hours for 
a large segment of their workforce, and allow those people on short 
hours to collect partial weekly unemployment benefits. Half a bil- 
lion dollars was set aside for this. It is an innovative, forward-look- 
ing part of the legislation which will be useful not in this economic 
recovery so much as in the front edge of the next recession, because 
the utilization by employers of this particular feature happens most 
intensely as the economy is going into a recession, employers are 
not certain about what their employment prospects are, they don’t 
want to sever workers, so they try to keep them on, and short-time 
compensation allows this to happen. After the extent of the down- 
turn is more obvious, then employers are able to make better deci- 
sions regarding separation versus bringing people back to full-time 
work. Having this included in the recent legislation is a very strong 
and positive aspect of that legislation. 

Now, I will move to the bulk of my remarks, which focus on the 
situation in the trust funds and the situation of the benefit pay- 
ments in helping to stabilize the economy. 

Four factors contributed to the loss of trust fund reserves in the 
States. It has already been pointed out $41 billion is owed to the 
Treasury and an additional $5 billion in the private market. There 
were low reserves going in, uniquely low compared to all the pre- 
vious postwar recessions. It is obvious to say the recession has been 
deep and long, and it is still persisting with an unemployment rate 
above 8 percent 4 years after things started to get worse. The tim- 
ing in 2008 affected revenue in 2009, because the recession really 
started to bite in the last half of the year. And continuing low em- 
ployment is continuing to keep UI revenues below what they would 
be if the economy had gone through a recession with the more 
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usual V shape as opposed to the long trough shape that the current 
one has. 

The UI system has responded very strongly. It paid out a little 
over $30 billion in 2007. In 2009 and 2010, it paid out over $120 
billion. That is a quadrupling of the total amount of support pay- 
ments. It helped prevent poverty from rising, it supported many 
families, and it continues to do that even into this year. The writ- 
ten statement has estimates of how much the economy was sta- 
bilized as a consequence of those added payments. 

Looking to the future I would make four comments. First of all, 
for future solvency of the State trust funds, the most important sin- 
gle thing that could be done is to have the States operate with an 
indexed taxable wage base. Since the mid-1980s, 16 States have op- 
erated continuously with indexation; only 6 of those States have 
borrowed in the current recession. In contrast, for the 35 jurisdic- 
tions that are not indexed, 29 have borrowed, or over 80 percent. 
So indexation is strongly associated with improved trust fund sol- 
vency, and it is something that the Congress should encourage the 
States to operate with. 

The funding problem in unemployment insurance rate now in the 
regular program is most serious in the biggest States. Mr. 
McDermott, your State is unique among the 20 largest in the coun- 
try. The only State that hasn’t borrowed among the top 20 in size 
is Washington State, and that is partly because Washington has 
followed a consistent policy of restoring its trust fund after reces- 
sions and bringing the reserves back up. 

Any proposal to provide relief to States that have trust fund defi- 
cits, however, must recognize that many other States have oper- 
ated responsibly through this recession. States like South Dakota, 
there was a representative from Tennessee here. New Hampshire, 
as well as Washington have not had to borrow or have had to bor- 
row only very limited amounts because of their prudent trust fund 
policies. 

The final point I would make is that borrowing in the private 
market is not a panacea. There is about $5 billion outstanding 
right now. The States are going to have to pay that money back, 
just like they are going to have to pay the debts owed to the Treas- 
ury. So any relief to the States should include some kind of reward 
for the States that have operated prudently as well as providing 
partial relief to the States with indebtedness if that is the direction 
the Congress chooses to go in. 

Thank you very much. 

Chairman DAVIS. I thank you very much. 

[The statement of Mr. Vroman follows:] 
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Unemploymenl Insurance Pcrfomiancc 
and Trust Fund Restoration 

Statement of 
Dr. Wayne Vroman 
Tlic Urban In.stitute' 

Before the Subcommittee on Human Resources 
of the Committee on Ways and Means 
U.S. Houiic of Representatives 

April 25, 2012 

Chainnan Diivi.s, Ranking Member Doggett, and members of the Subcommittee, thank you for 
the opportunity to appear here today. As states change their unemployment insurance (Ul) 
programs in response to recent legislation, it is important to recogni/c that slates also face great 
challenges in financing their Ul programs. 

The Great Recession of 2007-09 and its aOermalh pose the most serious challenge to Ul 
financing since the slate programs were founded in the mid- 1930s. To help finance benefit 
payments in the regular Ul programs, stalc-fmanecd programs that pay up to 26 weeks of 
benefits in most slates. 36 of the 53 ■‘states’’^ have borrowed from the United .Slates Treasury 
since 2008. The number of stales borrowing and the relative size of the loans have been larger 
than in any previous recession. As of April 17, 2012. 30 stole programs have outstanding 
Treasury loans totaling S-tl.S billion with an additional S5.0 billion owed in the private securities 
market. Seven slate programs owe more than S2.0 billion, led by California with a debt ofSIO.8 
billion. Even if the recovery continues at a strong pace for the next five years, many of our 
biggest slates will likely owe substantial amounts past 2015. A recession later in this decade 
would only add to slate trust fund indebtedness. 

My remarks today focus on three questions: ( 1 ) How did this large trust fund debts come 
about? (2) How have Ul benefit payments performed since the onset of the Great Recession? (31 
How can a financing crisis wiOt large Ul trust fund debts be avoided in a future recession? 

' The view.s expressed in Ihis slaieineiu arc llicise nf the auUror aird should not he alinhuled to the Urban Institute, iht 
tnistees. or its funders. 

' The 33 are the 30 states plus the District of Coltunhia. Pueno ftico. and the Virgin lsland.s. 
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The Origins of the Current Situation 

The scale of stale UI trust fund indebtedness reflccLs the combined efTecLs of four identifiable 
factors, rhese are low pre-rece.ssion resers e balances, the unusual depth and duration of the 
recession, the liming of the downturn, and the continuing loss of employment and associated UI 
tax revenues from the recession and the slow recovery. The first two factors are responsible for 
the largest part of current indebtedness, but the final two have also contributed to the loss of (rust 
fund reserves. Each will be di.scusscd brielly. 

Low I're-Recessipn Reserves 

Chart I displays aggregate year-end UI reserve ratios (net reserves as a percentage of total 
covered payroll) from 1960 to 201 1. The resene ratio consistently exceeded 2.0 percent of 
payroll before 1973. while it has never reached 2.0 percent since then. Three early periods of 
economic recovery w ere accompanied by large-scale trust fund build-ups (1961 -69. 1 976-79, 
and 1983-89). nclwccn 1983 and 1989, the reserve ratio increased from -0.47 percent to 1.92 
percent. Later recovery periods had much smaller reserve ratio increases. This meant that the 
pre-recession reserve ratio was lower in 200 1 than it had been in 1989 and even lower at the end 
of 2007 than in 2001 . The reserve ratio was 0.79 percent of payroll in December 2007, the lowest 
ever for a pre-recession year.’ 

Chart I. I'l Program Reserve Ratiu, 1960-2011 


«.o 



I960 1965 1970 1975 1980 1985 1990 1995 2000 200520082011 

■"■Reserve Ratio • Net Reserves as Percent of Payroll • Dec. 31 


Source: Data on net reserves and local payroll used in the calculucion^ are tVuin the Office nfUMeinploymcni 
itmirance of die U.S. OepattineiUorijibnr. 


* T he second-lowest prc-rccession rcsers-e ratio was 0.91 percent just before the 1 980 recession 
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Note in chart I that the past three years are the only period when net reserves were 
negative for three consecutive years. Based on recent dtwelopmcnls, it appears net reserves are 
likely to remain negative for three or four more years. The final section of this testimony 
discusses measures to lixsler reserve accumulations in the states. 

How low were UI trust fund reserves at the end of 2007? A common measure ofUI 
reserve adequacy is the reserv c ratio multiple, or RRM (also called the high cost multiple or 
HCM). The RRM is measured as a ratio of two ratios. The numerator is the reserve ratio, 
reserves a.s percentage of payroll— that is, the scries depicted in Chan 1. Tlie denominator is the 
highest previous annual benefit payout rate, also expressed as a percentage of payroll. It was 2.22 
percent during January-December 1975. Thus, the RRM at the end of 2007 was 0.36. Many have 
suggested that a pre*recession RRM of 1.0 (representing 12 months of benefits ) is generally an 
adequate level. Aggregate net reserves totaled S38.2 billion at the end or2007. but the associated 
RRM of only 0 meant that the reserves represented only 4.3 months of benefits when paid at 
the highesi-ever payout rale. 

The explanation for low reserves before the Great Recession lies mainly in the failure of 
Ul tax revenue to restore trust fund balances following the recessions of 1991 and 2001 and not 
the elTecis of iintisually high benefit payout rates during the 1990s and 2000s.^ While benefit 
payout rales between 1990 and 20fl8 were low relative to earlier periods. Ul tax revenues were 
even lower, leading to the long-run decrease in trust fund reserve adequacy. The stale Ul 
programs entered the Great Recession with historically low trust fund reserves. 

The Deep Recession 

The recession that commenced in November 2007 was the deepest and longest of the entire po.st- 
World War 11 period. Between 2007 and 2009, the national unemployment rale doubled Irmn 4.6 
percent to 9.3 percent. It then increased to 9.6 percent in 2010 and has remained high, averaging 
8.9 percent during 201 1 and 8.3 percent during the first three months of this year. 

Unemployment averaged 14.8 million in 2010 and 13.7 million in 201 1; it has remained above 
12.5 million during January-March 2012. Associated with increased unemployment has been an 
increase in average (mean) unemployment duration, which reached the unprecedented levels of 


'' (Jne suminon ot'ilik.' pallenl^ ofUi henefiu aitd taxes tor five-year penods extending hack in tJie 0)50$ Is given m 
Wayne Vroman. "Unemployment Insumncti: Current Problems and Future Prospects.'* Uneinployniem Insurance 
Brief No. KW'oshington, fXT: National Academy of . Social Insurance, 201 1 ) 
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24.4 weeks in 2009, 33.0 weeks in 2010, and 39.3 weeks in 2011. Uetbre the Great Reces.sion, 
mean duration had reached 20.0 weeks just once, in 1983. 

Tlie Great Recession, with its high unemployment and long unemployment duriiiion. 
caused a large increase in U1 henefit payments. Table I summanzes annual unemployment and 
UI benefits from 2007 to 201 1 . The payments data distinguish regular UI benefits from 
Emergency Unemployment Compensation (EUC), Federal-State Extended Benefits (EB), and 
Federal Additional Compensation (FAC). FAC made payments ofSIS a week to all UI recipients 
dunng most of 2009 and 20 1 0 but w as phased out in late 20 1 0. 

Several features of Table I are noteworthy. UI was designed to be a countercyclical 
program, and the table vividly illustrates it.s cyclical respon.siveness. During 2(K)9 and 2010. total 
UI benefits ( including payments to the long-term unemployed | were four times total benefits of 
2007. Total benefits during 201 1 were three times the 2007 total. All four payments identified in 
the table contributed to these increases. During 201(1 and 2011, payments from the two extended 
benefit programs (EUC and EB) exceeded regular UI benefits lor the only time in the history of 
extended benefit programs. Nolc also that EB and FAC paid large amounts during 2009 and 
2010. These benefit payments helped stabilize the incomes of millions of American families and 
are conlinuing la do so this year. 


Table 1, Unemployment and Annual UI Benefits, 2007-1 1 



Unemploy- 

ment 

Regular UI 
Benefiu: 

EUC 

Benefits 

Federal- 
Stale EB 

FAC 

Total UI 
Benefits 

2(K)7 

7.1 

32,4 


0.0 

- 

32.4 

2008 

8.9 

43.1 

7.9 

0.0 


51.0 

2(K>9 

14.3 

78.8 

42.3 

6.0 

9.5 

136.6 

2010 

14.8 

58.6 

66.0 

9.2 

10.3 

144.0 

2011 

13.7 

47.2 

47.2 

10.0 

- 

104.4 


Source: Annual daiw from ilw Li.S. Bcpaomcni of l abor. Uncmploymcnr rrom ihe Uurctiu on.abor Siotirtics and 
unemploymcni bciwfits from the Ofiice of Unemploymeiii Insurance. 

Nnies. Unemploymcni in mrlMons of people. Beneta payments in billi'on.s of dollars. 


Ihe fiivancing of regular UI benefits is ihe responsibility of the state programs. I he $78.8 
billion paid In 2009 represented 1 .b9 percent of pasrolL While the 2009 payout rate was high 
(the highest since 1982). annual payout rates above 1.69 percent occiured during five earlier 
recessions ( 1 949, 1 958. 1 961, 1 975, and 1 982). The high payouts of 2008- 1 ! have caused 36 of 
53 slate UI programs to borrow sometime during the past four years. Borrowing from the United 
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States T reasury is well established; seven or more slates hat e borrowed in every recession since 
the niid-1970s. with much higher numbers during 1975-77 and 1980-83. 

The third and fourth factors (the timing of the downturn and continuing low employment 
during the economic recovery ) have b<ilh negatively alfccted U1 lax revenue. While each is less 
important than the low pre-recession trust funds and the severity of the recession, both have had 
measurable elTccIs on stale Ul trust fund balances and the volume of borrow ing. 

The Timing of the Ppwnlum 

Most states set Ul taxes for the upcoming calendar year based on trust fund reserves as of June 
30. Net reserves on June 30 are usually similar to reserves at the end of the year, but not in 2008. 
Because Ul payouts increased sharply during the second halfof2(M)g (roughly SIO billion more 
than in the second half of 2007). the end-of-year balance in 2008 was $10.7 billion lower than it 
had been six months earlier ($29.0 versus S39.7 billion). Thus, employers in most states were 
taxed at lower rates during 2009 because very little of the late-2008 surge in benefits entered the 
calculations that determined their 2tH)9 tax rates. 

Low Post-llecessioii Employment 

The fourth factor, continuing low employment, has alTcctcd Ul tax revenue ev ery year since 
2008. Covered employment in the decade before the recession grew 1.1 percent a year. If taxable 
covered employment had grown by 1 .0 percent a year aRcr 2(8)7, it would have reached 1 1 0.8 
million In 2010. Actual employment was 99.5 million in 2010, a shortfall of 10 percent. TTte 
employment shortfall has been present every year since 20(18, and it will persist for .several future 
years. The depressing elTeci on Ul lax revenue during 2009, 2010, and 201 1 has averaged more 
than $3.0 billion a year. 

The combined effects of these four factors caused a large-scale drawdown of reserves in 
nearly all stales and prompted borrowing from the U.S. Treasury by most Ul programs. The 
conlTucnce of the four can be characterized as a perfect storm in their elTecls on Ul trust funds. 

Ul Benefits in the Great Reeession 

fhe benefit payments from all tiers of Ul programs as summarized in table I have performed an 
important stabilizing function for the overall economy. The benefits also helped dampen the 
increase in poverty stemming from higher unemployment. 
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During 2009 and 2010, 1 directed a model-based analysis of the stabilizing elTects of the 
L'l program.’ The analysis used the Moody's Economy.com econometric model to a.ssess Ul's 
elTecI on the time paths of real GDP and employment. The analysis used slate-level detail on 
regular Ul benefits, combined EUC and EB benefits, and state UI taxes to trace allemative time 
paths of real GDP and employment with emphasis on the period from July 2008 to June 2010. 

Four findings from that analysis can be highlighted: the increased regular Ul benefits 
closed about one-tenth (0.105) of the real GDP shortfall caused by the recession; extended 
benefits (EUC plus EB) clo.sed about one-twelfih (O.OSS) of the real GDP shortfall; because there 
was very little response of regular Ul taxes ditring 2009 and 2010, there was practically no 
offsetting tax -related effects; and the multiplier effect on real GDP for each dollar of added 
regular Ul benefits was 2,0 ( For extended benefits it was also 2,0). When all parts of the analysis 
are combined, the effect ofUl in closing the GDP gap cau.sed by the recession was 0.183 during 
the eight calendar quarters between July 2008 and June 2010, 

Table 2 uses the multipliers from that earlier analysis and benefit data from Table I to 
estimate the stimulative effects ofUl on real GDP during the Great Recession. Column 4 shows 
the increase in benefits above 2007 with benefits measured in real terms (dollars of 2005 
purchasing power). Column 5 shows the effects on real GDP assuming a multiplier of 2.0 for 
both regular and extended Ul benefits. During 2007, real GDP was $13,228 billion. From 
column 5, the stimulative ciTect ofUl benefits during both 2009 and 2010 exceeded 1.4 percent 
of real GDP. and it exceeded 0.9 percent in 2011. Applying tliis methodology in 2012 entails 
more uncertainties, but it might suggest an increment to real GDP of 0.5 percent, with about half 
due to the continued payment of extended benefits. Alternative models and alternative analytic 
approaches would yield different point estimates to those in table 2, but the conclusion that Ul 
benefits had a measurable effect in lessening the recession's .severity is widely held.” 

Tile increase in Ul benefits during the Great Recession alTected poverty, especially 
among households with long-term unemployment. Using 2009 Family income data from the 
Current Population Survey, the Congressional Budget Ollicc (CBO) found that the national 
poverty rate of 14.3 percent in 2009 would have been 1 5.4 percent absent Ul benefits. Among 

’ Wayne Vroman, “ Ttie Role of Unemployineni Insurance as an Auiomaitc Siahilizer During a Recession." FTADP 
JOlU-IUlWashinglon. DC: U.S. Depaninenl ofl.alMir, bmptoymenl and Training Adniinisiraiion. 20 1 U). 

’ See Alan ttlinder and Mark Zandi, "How the Great Recession was Brouglii to an Knd'* ( Princeton. NJ; Princeton 
Univensity, Depanmenl of Economics, 2UI(l). Itie CU()‘.s analysis of the Atiiericaii Recovery and Rcittvestmcnl Act 
is at llltpt'rwww.cbojow ttpjocs I l5ss/doel 1525 05-2S-ARRA oJf. 
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families with some unemployment. Ul benefits reduced the poverty rate from 24.3 percent to 
19.6 percent in 201)9. Among families with unemployment and receiving Ul benefits, the poverty 
rate of 1 1 percent that year would have been 21 percent absent Ul benefits. Among the latter 
group. CBO found that Ul benefits represented S percent of family income when unemployment 
duration was 1 — 13 weeks but 22 percent of income when unemployment duration was 27 weeks 
or longer. Tlie CBO analysis also found Ul had large elTccts in reducing extreme poverty, 
defined to be income less than half the poverty threshold. 


Table 2. Estimated Effects of Increased Ul Benefits on Real ODP. 21)08-21)1 1 



Total Ul 
Benefits 
(1) 

GDP Price 
Ocnaloi 

21)05 * I.OOl) 

(2) 

Real Ul 
Bcitenis 
(l)/(2) 

(31 

Increase in 
Real Benellls 
over 2007 
(4) 

Efibcl tin Real 
GDP 

(Mull. -2.0) 
(5) 

20(17 

32.4 

1 .1)63 

30.5 

- 


2(K)K 

51.0 

I.0K6 

47.0 

16.5 

33.0 

2004 

136.6 

1.097 

124,5 

94.0 

1X8.0 

2010 

144.0 

I.IIO 

124.7 

99.2 

198.4 

2011 

104.4 

1.133 

92.1 

61.6 

123.2 


Source: ttuui oil Ul beiicfiis tniiii Oepaniiiciii ori.iitwr. Ljiiployincnt unit TniiniiiK Aitiiiiiiislniiioti, Otficc of 
Workforce Secunlv . GDP dctlalors from luitiiiniil income accounts. 

Notes: Data in colutnns 1. 3, 4. and 5 in billions of dollars. Uoluiniis 3. 4. and 5 calculalcd by the tiullior. 


The lotis of reserves in the regular Ul program during 2(109 and 2010 as shown in chart I 
was important in providing income support payments to millions of American families. The 
challenge now facing slate Ul programs is how to rebuild their reserves so a similar stabilizing 
perfomiance can be repeated during the ne.xt recession. 


Rebuilding State Ul Trust Funds 

Some important facts should be recognized in considering policies to improve future suite Ul 
trust fund levels. Perhaps the most important single fact across the diverse state programs is the 
important positive role of lax base indexation in fostering solvency. Since the niid-l98()s. 16 
stales and the Virgin Islands have operated with an indexed taxable wage base. Each year, the tax 
base in these slates grows automatically with the growth in statewide wages. TIte indexation 
percentages (the ratio of the lax base to annual wages) range from SO percent (North Carolina 
and Oklahoma) to 11)1) percent (Hawaii and Idaho). 
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While the Ul tax bases in non-indexed .states can be raised through state legislation, states 
have been strongly reluclanl lo enact increases except during financial crises. Even then, the 
increases have usually been small. Chan 2 vividly illustrates this situation using data from 1970 
to 2012. During these 43 years, the federal Ul tax base increased from $3,000 in 1970 lo $7,000 
in 1983 and has remained at $7.0lX) since 1983. Chan 2 then shows the simple average of the 
taxable wage base for the 16 indexed stales and the 35 that are not indexed.^ The average lax 
base for the 35 in 2012 is $10,682, less than $4,000 above the $7,000 federal lax base. In 
contrast, the simple average this year for the indexed slates is $28,700. 

Chart 2. State and Federal HI Tax Bases, 197(^-2012 

35,000 



1970 1975 1980 1985 1990 1995 2000 2004 2008 2012 

Federal Tax Base Avg. - 16 indexed •• “ Avg. - 35 Not Indexed 


Source: l3a:>eiJ on .stale Ul ta.x bases in Ihe OtTice of Uneniployineni Insurance 67 Financial HandhtHik. 

Tlic elTect of indexation on Ul financing is clear. The indexed stales have much higher 
ratios of the tax base to average wage.s, higher taxable wage proponions, and higher reser\'e ratio 
multiples than non-indexed states. In December 2(Xt7, the simple averages of Ihe RRMs for (he 
two groups ofslalcs were 0.83 and 0.41, respectively. During the Great Recession, only 6 oflhe 
16 indexed stales needed Treasury loans, compared with 29 of 35 non-indexed states. Indexation 
has definitely improved stale trust frmd solvency in the long run. 


^ Puerto Rico and tlie Virgin Islands ore not included in the compansoii 
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During 201 1, there were propoiUils to increase the base for the I'ederdl U1 tax to $15,000 
in 2014 and index the base alter 2014 to the growth in average wages.^ Just two non-indexed 
states tCcmneclieut and Rhode Island) have a lax base or$15,000 or more. Because each state 
must have a tax base at least as high as the federal tax base, an increase to S15.0(K) wxmld require 
most of the 35 non-indexed stales to raise their bases. If an indexation proposal moves forward 
this year or next. Congress might consider a larger change to increase the taxable share of 
covered wages. The federal lax base of $7,000 in 1983 is equivalent to about S2l,0(t0 in 2014. 

An increase to 521.000 (or higher) would have two elTecls: increase UI tax revenue in many 
stales, and improve the equity of UI taxes by lessening the burden on low-wage employers. 

A second fact to recognize is that, on average, the big states have the most .serious 
funding problems. Table 3 helps illustrate this point. The 51 program.s*' have been ranked by their 
taxable covered employmein in 2010. Four features of table 3 are noteworthy. 

First, the large slates entered the Cireal Recession with much lower reserves that other 
states (column I ). The lU largest had particularly low reserves, but those ranked 1 1 to 20 also 
had low reserves. All 10 of the largest stales have borrowed, as have of the next 10 (column 2). 
Washington is the only stale among the lop 20 that has not borrowed. 

Second. Ihe largest 10 slates accounted for 70 percent of outstanding loans al the end of 
2011. and the largest 20 for 90 percent (column 3). Tlieir debts are substantial, exceeding 0.5 
percent ofpayroll for all 10 of the largest states and for 4 of 10 in the 1 1 -20 group (column 4). 


Table 3. Pre-Recession Reserves and Borrowing, 2008 to 2012 


State Size Ranking 

Average RRM 
December 2007 
(II 

Slates Borrowing 
2008-12 
(21 

Total Loans 
December 201 1 
(3) 

Loans 0.5 Pet. 
of Payroll 
(4) 

1-10 

0,23 

10 

29.1 

10 

11 20 

0.34 

9 

8.1 

4 

21-31 

0.61 

7 

2.9 

3 

32-41 

0,R3 

5 

1.1 

3 

42-51 

0.6H 

4 

0.4 

2 

All 51 proeram.s 

0.36 

35 

41.5 

22 


Source: Calculations made at the Urban Institute using dalo froni the Oftke ttf Uncmploymcni Insurance. 

Notes: RRMs arc simple averages of siate-lc\ cl reserve ratio muhiptcs. Loaas urc measured in hiilions of dollars. 


^ The Unemployment Insurance Solvency Act of 2(0 t (S3X6.I$). A recent analysis by the GAO also recommended 
inde.ving the IJl ta-v base. See U.S. tiovemmeMl Accountability Office. **Unemploymciil Insurance T rust Funds** 
Report (iAO- 1 0-44(M Washington, Df: GAO, 2ni0>. 

* Puerto Rico and the Virgin Islands are not mcluded. 
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Third, ihe funding siiualion across Ihc states is highly varied. Some stales, especially 
indexed stales, entered the (ireat Recession with substantial reserves. While their trust funds 
were sharply reduced, they had sufficient reserves to pass through the recession and recovery 
without needing to borrow . Some states recognized their funding problems early and acted to 
raise revenue and make other adjustments to avoid borrowing or to limit Ihe size and duration of 
their loans. The fact that several stales have not borrowed or accumulated large debts mast be 
recognized and addressed by any propo.sal to provide financial relief to states with large and 
long-standing debts. Proposals to provide partial debt relief were made in 201 1 and may appear 
later this year or in 2013. If some form of debt relief is to be provided, it should be combined 
with rewards to Ihc states that avoided large loans for lengthy periods. It must also be recognized 
that a federal initiative to provide partial debt relief in return for stale actions to improve 
solvency will only slightly reduce the scale of the necessary financial adjustments (higher future 
Ul taxes) required to rebuild the depleted slate trust funds. 

Finally, borrowing in the private market is a palliative that does not change the total 
amount of slate indebtedness, klalio, Michigan, and Texas have already secured private loans. 
Illinois has authorized private bonds, and other stales may follow suit this year or next. Much of 
their motivation is to save on interest charges due on Treasury loans and to avoid automatic 
Federal Unemployment Tax Act lax credit reductions. Reducing debts to Ihe Treasury through 
borrowing in the private securities market does not change the fact of stale Ul program 
indebtedness, merely the mix of lenders to whom repayment is due. To a large extent, stale 
borrowing in the private market appears to be a strategy to avoid near-term increases in Ul taxes. 
In an economy where Ihc profits share of GDP is historically high"’ and Ul taxes are less than I 
percent of employee compensation, it is more appropriate to raise Ul taxes sooner to repay loans 
more quickly and start rebuilding reserves. 

There is likely to be another recession later in Ihe present decade. Repaying outstanding 
loans and building more adequate trust funds now should be a state priority so Ul can more 
adequately perform as an automatic stabilizer of die macrocconomy during the next recession. 
State Ul programs need to be forward-funded to appropriately discharge their stabilization role. 


The pnifiLv share of GDP in 2111 1 wa-s 0.120, ihe hjghcsi share in all 65 years hetween 1047 anil 2011. 
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Chairman DAVIS. Mr. Holmes, you are recognized for 5 minutes. 

STATEMENT OF DOUGLAS J. HOLMES, PRESIDENT, UWC-STRA- 
TEGIC SERVICES ON UNEMPLOYMENT AND WORKERS’ 
COMPENSATION 

Mr. HOLMES. Chairman Davis, Ranking Member Doggett and 
Members of the Subcommittee, thank you for the opportunity to 



104 


testify this morning. I am Doug Holmes, president of UWC Stra- 
tegic Services on Unemployment and Workers’ Compensation. 

We recently joined with 36 national and State business associa- 
tions to send a letter to Secretary of Labor Solis requesting that 
the Secretary repeal current Federal regulations and develop new 
regulations consistent with the able to work, available to work and 
actively seeking work requirements included in the Middle Class 
Tax Relief and Job Creation Act of 2012. I have attached a copy 
of that letter to my testimony. 

It is the claimant’s responsibility to show that the claimant is 
meeting the requirements of able, available and actively seeking 
work. There is no authority to permit a claimant to restrict his or 
her efforts to a period less than an entire week and still be paid 
unemployment compensation for that week. The State UI agency 
has a duty not to make payment for a week without first deter- 
mining that these requirements have been met. The claimant must 
show that he or she is actively seeking work without applying his 
or her own subjective evaluation of work that is, quote, “suitable.” 

One regulation in particular illustrates the inconsistency be- 
tween current regulations and the act. 20 CFR 604.5(h) provides 
that, quote, “the requirement that an individual be available for 
work does not require an active search for work on the part of the 
individual.” The plain language of the act is clear that individuals 
must be actively seeking work. 

With respect to short-time compensation, employers ask what is 
meant by Section 2163 with respect to the temporary Federal fund- 
ing provision. There is a provision that provides that any short- 
time compensation plan entered into by an employer must provide 
that the employer will pay the State an amount equal to one-half 
of the amount of short-time compensation paid under such a plan. 

How will the amount to be paid by the employer be determined? 
We don’t have any instruction on this yet. When is it due? Will the 
payment be considered contributions for purposes of State UI Trust 
Fund balances, repayment of Title XII loans and other purposes of 
the UI program? All questions that still remain to be addressed by 
instructions from the Department of Labor. 

With respect to drug testing. Section 2105 of the act provides 
that States are not prohibited from enacting legislation that pro- 
vides for testing of applicants for unemployment compensation for 
the unlawful use of controlled substances. If a State elects to enact 
such a provision, it should be developed in collaboration with em- 
ployers, particularly those who already include drug testing as part 
of the hiring process. To be most effective. State-administered or 
supervised testing should be developed to meet proven standards 
upon which employers may rely in hiring decisions. 

With respect to reemployment services and REA, the act in Sec- 
tion 2142 provides increased funding for reemployment and eligi- 
bility assessment activities, and these have been shown to be effec- 
tive. We would suggest, however, as I believe Mr. Gates indicated, 
that many of the enhanced methods that are included for EUC 
claimants should be addressed as part of serving regular UI claim- 
ants. They would be most effective if provided early. 

Reemployment efforts should be coordinated with community re- 
sources as well as with staffing agencies and employers generally 
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in the private sector. State agencies should be permitted to use the 
full range of electronic communication devices to address the in- 
person contacts. Person-to-person video, as well as audio contact, is 
increasingly available and should be used to reach a larger number 
of individual claimants at lower cost to the individual and lower 
administrative costs. 

Thank you very much for the opportunity, Mr. Chairman. 

Chairman DAVIS. Thank you, Mr. Holmes. 

[The statement of Mr. Holmes follows:] 



106 


Testimony of Douglas J. Holmes 
President, UWC- Strategic Sei'vices on Unemployment & 
Workers’ Compensation 


Before the 

Subcommittee on Human Resources 
Committee on Ways and Means 
United States House of Representatives 


Hearing on Moving from Unemployment Checks to 
Paychecks: Implementing Recent Reforms 
April 25, 2012 


UWC- strategic Sen ices un UnemployiTienl & Workers' Compensation 
910 17'" Street, NW. Suite 315, Washington. D.C. 20006 
Phone (202) 223-8904 Fax (202) 783-1616 www.UWCstrategy.ory 


Chairman Davis, Ranking Member Doggett, and members of the Subcommittee on 
Human Resources, thank you for the opportunity to testily on elTorts to move from 
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unemploymenl checks to paychecks, particularly with reference to unemployment 
insurance reform as enacted in the Middle Class Tax Relief and Job Creation Act of 2012 
(The Act) tliat was signed into law by President Obama on February 22. 2012. 

I am Douglas J. Molracs. President of UWC- Strategic Services on Unemploymenl & 
Workers' Compensation (UWC). UWC counts as members a broad range of large and 
small businesses, trade associations, service companies from the Unemploymenl 
Insurance (Ul) industry, third party administrators, and unemploymenl tax professionals. 
The organization traces its roots back to 1933 at the lime when unemployment insurance 
was first being considered for enactment, 

We recently joined with 36 national and state business associations interested in 
unemploymenl insurance reform in delivering a letter to Secretary of Labor Solis 
requesting that the Secretary repeal current federal regulations at 20 CFR 604 and to 
develop new regulations consistent w ith the able to work, available to work and actively 
seeking work requirements included in the Act. I have attached a copy of the letter to my 
testimony. 

The Act included a series of important reforms in the unemployment insurance program 
that require changes in federal regulations and policy as well as changes in stale statute, 
rtiles and administrative policy. 

Of particular importance is the adoption of clear standards in the Act requiring that stale 
laws require thal individuals be able to work, available to work and actively seeking 
w ork. Section 2101 of the Act adds a requirement to be met by states in order to receive 
federal funding for the administration of the Ul federal/stale program. Section 303(a) of 
the Social Security Requires that 

(a) The Secretary of Labor shall make no certification for payment to any State 
unless he finds that the law of such Stale, approv ed by the Secretary of 
Labor under the Federal Unemployment Tax .4ct, includes provisions for— 

(12) A requirement that as a condition of eligibility for regular compensation 
for any week, a claimant must be able to work, available to work, and 
actively seeking work. 

The new federal statute requires that this apply to weeks beginning after the end of the 
first session of the Stale legislature which begins after the dale of enactment of the Act 
(February 22. 2012). For those slates currently in legislative sessions beginning before 
February 22, 2012 the lime period to enact changes In slate law extends through the 
current legislative session and through the following legislative session providing 
sufficient lime to develop the required changes in law. For those states with legislative 
sessions beginning in 2013 the time frame may be shorter. 

The federal statutory language is a simple expression of some of the basic tenets of the 
fcderal/slale unemployment insurance program as it was originally enacted. However, 
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until the enactment of the Act, there w as no specific federal statutory requirement that 
states or the federal government administer the program to meet these specific federal 
requirements. Instead, the US Department of Labor adopted policy in determining 
whether an individual is unemployed so as to be eligible to be paid unemployment 
compensation, based on whether the individual was participating in the workforce. 

This policy guideline, although in keeping with the Ul program policy, over time has 
been modiHed with respect to federal requirements and the implementation of state law, 
to permit individuals in certain circumstances to be deemed able to work despite being ill 
or disabled, to be deemed available to work while restricting their availability, and to be 
permitted to limit their search for work while continuing to claim unemployment 
compensation. 

New regulations and policy should recognize the following points in developing new 
regulations. 

1 . The new able to work, available to work and actively seeking work 
requirements are conditions of an individual being eligible to be paid 
unemployment compensation; the responsibility in providing information upon 
which a state UI agency may conclude that the claimant is meeting these 
requirements rests with the claimant. 

2. The payment for a week of unemployment requires that the able In work, 
available to work and actively seeking work requirements apply to the entire 
week being claimed; there is no authority under which to permit a claimant to 
restrict his or her ability, availability or active .search for work to a period less 
than the entire week. 

3. Stale I'l agencies are without authority to make payments to individuals with 
respect to w eeks of unemployment compensation claimed if there is 
insufficient documentation upon which to conclude that the individual meets 
all of the.se requirements; the agency has a duty not to make payment of a week 
without there first being a determination that addresses these issues. 

4. The US DOL payment ‘’when due” regulations and performance measures 
should apply from the point in lime that the agency makes a determination 
with respect to a week, and not w ith respect to the ending date of a week 
claimed: the current US DOL performance measures prioritize speed of payment 
over quality of detennination and integrity. 

5. The “suitable” work dennilinn, is not a federally required limiter on the jobs 
for w hich an individual must make himself or herself available as a condition 
of receiving unemployment compensation; the individual must show that he or 
she is available to accept work the individual is capable of performing without 
applying his own subjective evaluation of work that he or she may find "suitable”. 
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6. The new aniendmenl<t to Section 3U3(a) of the Social Security Act w ith 

respect to the able, available and actively seeking work requirements must be 
read in conjunction with existing provisions in Section .f03(a) and new 
amendments addressing short-time compensation and self employment 
assistance. 

The U1 program is designed to provide temporary partial wage replacement for 
individuals who become unemployed through no fault of their own in connection with 
their work and who arc able to work, available to work and actively seeking work. 
Determinations required before a payment may be made include 1 ) a determination that 
the individual had sutTicient employment lo meet the slate requirements with respect to 
workforce attachment (e.g. wages paid and/or weeks worked) during a base period. 2) the 
reason for becoming unemployed is not disqualifying under the applicable state law, and 
3) if the individual otherwise meets the requirement to establish eligibility to be paid for 
weeks of unemployment during a benellt year, that the individual must be able to work, 
available to work, and aetivcly seeking work. There should be no “waiver" of these 
requirements. Instead, there should be a determination of the method used to assure that 
claimants meet the requirements. Clear standards set the appropriate lone for the program 
and establish and maintain integrity for the Ul trust fund. 

Able to work 

The current federal regulations should be amended to meet the new statutory requirement 
that an individual be able to work as a condition of being paid unemployment 
compensation for a week or weeks. 

20 C'FR 604.3(b) currently provides that whether an individual is able lo work “must be 
tested by determining whether the individual is ofl'cring services for which a labor market 
exists. This requirement does not mean that job vacancies must exist, only that, at a 
minimum, the type of services the Individual is able and available lo perform is generally 
performed in the labor market. The Stale must determine the geographical scope of the 
labor market for an individual under its UC law" 

This provision is inconsistent with the new statutory provision in that it limits the ability 
requirement to a determination of the services that the individual is “offering" and the 
geographical scope of the labor market. This definition permits individuals to 
subjectively determine the work that they are able lo perform, and requires the agency to 
determine the geographic area in which the ability test is to be applied. In today's labor 
market jobs are available through electronic systems and the internet, and in many cases 
jobs may be performed at a location that is remote from corporate headquarters. 

The “ability to work" under the new statutory provision is not limited lo the claimant's 
ow n determination of what he or she is able to do or a dclenninalion by the slate agency 
about the geographic si/e of the labor market. There should be no artificial statutory 
geographic limitation as part of the dclerminalion of “ability to work". 
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20 CFR 6C>4.4(a) currently provides lliat “A stale may consider an indtvidual to be able to 
work during the week of unemploymeni claimed if the individual is able to work for ail 
or a portion of the week claimed, provided any limitation on his or her ability to work 
does not constitute a withdrawal from the labor market” 

Under the new statutory requirements, the determination of “ability" is not based on 
whether the individual has withdrawn from the labor market. In order to be paid for a 
week of unemployment an individual must be able to work throughout the week, 

20 CFR 604.4(b) currently provides that "ifan individual has previously demonstrated 
his or her ability to w'ork and availability for work following the most recent separation 
from employment, the Stale may consider the individual able to work the week of 
unemployment claimed despite the individual's illness or injury, unless the individual has 
refused an olTer of suitable work due to such illness or injury" 

This provision is inconsistent with the Act in that an individual must be able to work with 
respect to a week to be eligible to be paid for the week. The fact that at some prior time 
the individual might have been able to work or the fact that an individual may have 
refused an offer of suitable work are irrelevant to the delennination of ability w ith respect 
to a particular week. If an individual refuses an offer of work with respect to the week, 
that would be an additional reiuon to deny payment as the individual could not then 
maintain that he or she was available for work for the week, 

.Available to Work 

The current provisions in 211 CFR 604.3(b) are inconsistent with the availability 
requirements of the new statute because the new requirement is not dependent on a 
detennination of w hether the individual is offering serv ices for which a labor market 
exists or the geographical scope of the availability. 

20 CFR 604.5 contains a list of special exceptions to the availability requirement that are 
inconsistent with the new statute, including 

I. Permits an individual to be available for any work for a portion of the week 
claimed, provided that any limitation placed by the individual on his or her 
availability does not constitute a withdrawal from the labor market; 

As previously discussed with respect to ability, the statute does restrict the detennination 
of the availability requirement with reference to a determination of whether the claimant 
has withdraw n from the labor market. A statement from a claimant that he or she has not 
withdrawn from the labor market while claiming unemploymeni compensation is 
irrelevant to a determination of the availability issue. 

Z. Permits an individual to limit his or her availability to work w hich is 
“suitable” under the stale unemployment compensation law; 
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The new statute applies a statutory standard that individuals to be eligible to be paid for 
unemployment compensation with respect to a week must be able to work throughout the 
week and available to work throughout the week. The question of "suitability” may be 
relevant in determining whether there may be a denial of unemployment compensation if 
the claimant is otherwise eligible, but it is not relevant to the dctenni nation of whetlier 
the claimant is available for work. 

3. Permits an individual to meet "availability" requirements if he ur she is on 
temporary lay-off and is available to work only for the employer that has 
temporarily laid-off the individual. 

This provision would permit an individual's availability and eligibility for benelits to be 
dctcnnined only with reference to his or her availability to work for the employer that has 
temporarily laid-otTlhe individual. While a claimant maintaining his or her availability to 
work with an employer that has temporarily laid-off the individual may reasonably avoid 
an availability issue being raised with respect to this employer, the determination of 
"availability” must be dctcnnined with reference to any work that may arise with respect 
to the week and not be restricted to a single employer. 

4. Permits an individual to meet availability requirements even if not available 
for work due to jury service. 

There is no special exclusion in the new statute that would permit an individual to meet 
the availability requirements by attending jury duty. Although there may be good policy 
reasons to encourage citizens to participate in the Judicial system, it is inconsistent with 
the requirements of the statute to pennit individuals to be paid unemployment 
compensation for weeks for which they admittedly are not available for work. 

5. Prohihil.s the state from denying unemployment compensation for failure of 
individual to be available to work during a week if, during such week, the 
individual is in approved training. 

This provision is inconsistent with the statute as it prohibits a state from denying 
unemployment compensation with respect to a week when there is no question that the 
claimant is not available for work. While it may be rea.sonable to conclude that the fact 
that an individual is in approved training during a week may not itself mean that the 
individual is not available for work, the fact that the individual is in training should not 
be the basis upon which the agency may determine that the individual is available for 
work to meet the federal statutory requirements. 

6. The availability requirement in Rule 20 604.S(d) with respect to self 
employment assistance is inconsistent with the provisions of the Act 
addressing self employment a.ssistancc. 
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The rule pRvvides thal “A Slate musl not deny UC to an individual For failure to be 
available For work during a week if, during such week, the individual is participating in a 
self-employment assistance program. 

There is no special provision in the Acl to provide that the availability requirements are 
to be applied differently for claimants under Self Employment Assistance (SEA) 
programs. The fact thal an individual is available to be self-employed is some evidence of 
his or her availability for work, but should not be per se determinative of the availability 
issue and there is no authority in federal statute for a rule thal would prohibit a slate from 
denying benefits to an individual fora week simply because the individual is in an SEA 
program. 

7. The rule addressing Short-time compensation (STC) is inconsistent with the 
Act 

20 CFR 604.5 provides that " A Slate must not deny LIC to an individual participating in 
a short-time compensation (also known as worksharing) program under State UC law for 
failure to be available for work during a week, but such individual will be required to be 
available For his or her normal workweek. 

There is no such prohibition against denial in the Acl. Section 2I6l(a)(S) of the .Act 
requires that STC employees meet the availability for work and w'ork search test 
requirements while collecting short-time compensation benefits, by being available for 
their workweek as required by the Stale agency. However, since federal law with respect 
to availability does not provide for special treatment of UC claimants who arc receiving 
STC and the stale U1 agency is required to follow federal law, a rule flatly prohibiting 
denial of UC while participatitig in STC is inconsistent with federal statute. 

Actively Seeking Work 

The currently effective federal work search regulations are inconsistent with the 
statutory requirement that claimants be available to work and actively seeking work 
during a week in order to be eligible to be paid unemployment compensation. 

20 CFR 604.5(h) provides that “The requirement thal an individual be available for work 
does not require an active search for work on the part of the individual. Stales may, 
however, require an individual to be actively seeking work to be considered available for 
work, or States may impose a separate requirement thal the individual musl actively seek 
work.” 

The plain language of the Act is clear that individuals must be “actively seeking work" as 
a condition of being eligible for unemployment compensation for any week. 
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Short Time Compensation 

A number of stales are currently considering whether In enact legislation to authorize 
short time compensation (worksharing) programs, and employers are reviewing the 
federal and stale requirements of partieipafion. 

The Employment and Training Administration has begun outreach elTorts to explain the 
terms of the new STC law and included employers in webinars that have begun. 

One question of particular import for employers is the interpretation of Section 2 1 63 with 
respect to the temporary federal financing of short-time compensation agreements. 
Subsection (a)(3) of this section provides that any short-time compensation plan entered 
into by an employer must provide that the employer will pay the Stale an amount equal to 
one-half of the amount of short-time compensation paid under such a plan. Such amount 
shall be deposited in the State's unemployment fund and shall not be used for purposes of 
calculating an employer's contribution rate. 

It would be helpful to know how the amount to be paid by the employer will be 
detennined. when it is due, and whether the payment, although not used to compute the 
experience rale, is considered to be "contributions” for purposes of state Ul trust fund 
balances, repayment of Title XII loans and other purposes of the Ul program. 

Improved Overpayment Recovery 

Section 2103 of the Act requires that slates "shall deduct from unemployment benefits 
otherwise payable to an individual an amount equal lo any overpayment made to such 
individual under an unemployment benefit program of the United States or of any other 
Slate, and not previously recovered. The amount so deducted shall be paid lo the 
jurisdiction under whose program such overpayment was made." 

This reciprocal overpayment recovery between stales was previously permissive. Many 
stales participated in reciprocal agreements but some did not. fhe effect of this new 
requirement will be more elTectivc collection of overpayments across state lines. The 
deduction from unemployment benefits for previous overpayments is the primary way in 
which stales collect overpayments. Expanding this will improve tnist fund solvency and 
improve integrity. 

In order lo implement the new requirement guidance and coordination is needed from the 
US Department of Labor lo assist stales in the development of common data exchange 
and collection methods that build on the existing permissive systems. 

There should be lime to make the necessary systems and proce.ss changes before the 
effective dale for this new requirement, but the sooner the process begins the belter. 
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Drug Testing 

The abuse of prescription drugs as well as illegal controlled substances is a growing issue 
in the workforce, impacting performance, resulting in discharge of employees and 
creating a barrier for unemployed workers in meeting the requirements to be hired. It also 
aPTects a claimant's ability to maintain that he or she is able to work and available to 
work to meet the requirements of weekly unemployment compensation benefit eligibility. 

Section 210.“) of the Act provides that states are not prohibited from enacting legislation 
that provides for the testing of applicants for unemployment compensation for the 
unlawful use of controlled substances as a condition of receiving unemployment 
compensation in certain circumstances. 

Administration of tliis by a state electing such a provision should be developed in 
collaboration with employers, particularly those who already include drug testing as part 
of the hiring process. To be most effective, state administered or supervised testing 
should be developed to meet proven standards upon which employers may rely in hiring 
decisions. 

Reemployment Strategies 

The Act included significant new requirements for emergency unemployment 
compensation claimants in order to be paid emergency unemployment compensation. The 
requirements included that .such claimants 1 ) be able to work, available to work, and 
actively seeking work, and 2) that "actively seeking work” means that the claimants must 
be a) registered for employment services, b) have engaged in an active search for 
employment available in light of the employment available in the labor market, c) the 
individual’s skills and capabilities, and d) includes a number of employer contacts as 
determined by the State. 

In addition, such claimants must maintain a record of work search, including employers 
contacted, method of contact, and when requested, provide work search records to the 
state agency. 

These measures included in .Section 214 1 of the legislation are the kinds of measures that 
have been shown to be effective in a number of stales in improving reemployment and 
reducing the duration of regular unemployment compensation. 

The Act, however, limited these new requirements only to the long term unemployed 
when attention is needed to reemployment as part of the regular unemployment 
compensation system. 

Reduced duration of regular unemployment compensation not only improves trust fund 
solvency and reduces employer unemployment la.x rales over lime, but it minimizes the 
impacts of longer tenn unemployment that may otherwise be the result of lesser efforts 
early in an individual's period of unemployment. 
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Kccmplayment Services and Reemployment and Eligibility Assessment Activities 
(REA) 

The Aci in Section 2142 provided increased funding for reemployntent and eligibility 
assessment activities that have been shown to be elTeclivc in some stales, but limited the 
use of such funds to new EUC applicants, focusing attention on claimants who have 
already exhausted regular unemployment compensation. Such services would be more 
cost elTective for the federafstate Ul system and assist in returning unemployed workers 
more quickly to work if available at the earliest point in a claimant’s period of 
unemployment. 

Such services are most effective when targeted to UI claimants who are able to benefit 
from them. Instead of implementing these programs across the entire claimant 
population, agencies should be given guidance and permitted to target services based on 
resources available. 

State employment security agencies generally do not have the capacity to elTectivcIy 
provide the range of REA seA'ices to all regular or even all new EUC claimants. If 
implemented for all claimants, the level of service on average will be diminished and the 
effectiveness of the services will not demonstrate the level of success of more targeted 
programs. 

To be most elTective, REA services should be expanded from the current profiled and 
REA pilot program participants to an increasing number of non-job attached claimants 
based on available resources. Reemployment efforts should be coordinated with 
community resources as well as with stalling agencies and employers generally in the 
private sector. Consistent with resource limitations, state employment security agencies 
should also be permitted to use the full range of electronic communication devices to 
address the “in person" contacts required for EUC and in expanding REA for regular UC 
claimants. Person to person video as well as audio contact is increasingly available and 
should be used to reach a larger number of individual claimants at lower cost to the 
individual and lower .administrative cost. 


Chairman DAVIS. Mr. Cullen, you are recognized for 5 minutes. 

STATEMENT OF MICHAEL CULLEN, MANAGING DIRECTOR, 
ON POINT TECHNOLOGY, INC. 

Mr. CULLEN. Chairman Davis, Ranking Member Doggett and 
distinguished Members of the Committee, thank you for the oppor- 
tunity to testify this morning. 
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I am Mike Cullen, managing director of On Point Technology, a 
company focused solely on ensuring the integrity of the unemploy- 
ment insurance system. Prior to joining On Point, I spent 14 years 
at the Colorado Department of Labor, serving 6 years as the State’s 
unemployment insurance program director. 

For over 15 years. On Point Technology has enabled 19 States to 
find, and collect and properly pay UI benefits. We are proud to pro- 
vide software solutions to strengthen the UI program and help 
minimize employer taxes. Over the years we have helped States re- 
turn over $2 billion to UI Trust Funds and the U.S. Treasury. 

To address funding, solvency and integrity issues facing the na- 
tional unemployment insurance program. On Point Technology 
would like the committee to consider three recommendations: One, 
create incentives for sustainable integrity activities; two, propagate 
proven State solutions that utilize new data sharing and data 
standardization processes; and three, embrace the use of OMB’s 
recommended do not pay list by the unemployment insurance pro- 
gram. 

The unemployment insurance program suffers from some of the 
worst integrity performance in government. During the last 3 
years, the UI program’s improper payment rate has steadily in- 
creased from 10.3 to 12 percent. At the same time, the average 
Federal program has decreased its improper payment rate from 5.4 
to 4.7 percent. This is even more striking when contrasted with the 
private sector. For example, the credit card industry has reduced 
fraud to less than 1 percent. 

We believe that misaligned incentives serve as the primary im- 
pediment to addressing the integrity problem. Very simply, we be- 
lieve Congress should allow the States to use 5 percent of any re- 
covered overpayments to support integrity activities. This has been 
proposed in the Department of Labor’s Unemployment Compensa- 
tion Integrity Act. It would produce an immediate and dramatic ef- 
fect on the integrity problem. As a partner in administrating the 
UI program. States must be given the means and incentives to 
combat fraud and unemployment insurance. Washington, D.C., can- 
not solve this problem on its own. 

There are existing success stories, and there are reasons for 
hope. On Point Technology believes the U.S. Department of Labor 
should provide funding to take proven State solutions and aggres- 
sively replicate them throughout the country. Just last year Michi- 
gan’s unemployment insurance agency installed software that in- 
creased its collection of overpaid benefits by 79 percent. Similarly, 
the South Carolina Department of Employment and Workforce’s ex- 
isting investigators completed 450 percent more audits and de- 
tected 86 percent more fraud with the new automated system. Both 
States succeeded by eliminating paper files, automating repetitive 
activities, and reducing unnecessary tasks. Each State solution was 
deployed in a matter of months; each State solution paid for itself 
in a matter of weeks. 

It is well documented by the National Association of State Work- 
force Agencies that 90 percent of the unemployment insurance sys- 
tems are running on technology that was created before the per- 
sonal computer was invented. In the past year only two of the UI 
tax and benefit systems were replaced. The pace of modernization 
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is simply too slow. Last year the majority of integrity investments 
went to long-term strategic plans and multiyear development ef- 
forts. We believe Congress should direct the UI program to also in- 
vest in proven solutions that provide an immediate financial return 
to the States UI Trust Funds and the United States Treasury. 

Finally, we believe the unemployment insurance program should 
adopt the Office of Management and Budget’s call to embrace the 
do not pay list. This provides a tremendous opportunity for munic- 
ipal, county. State and Federal Government agencies to exchange 
data. For example, the do not pay list can provide data on individ- 
uals who are not able and available for work for a variety of rea- 
sons, including incarceration. 

We believe a national do not pay list should be integrated into 
all UI systems. It would have a dramatic impact similar to the use 
of the National Directory of New Hires, a database that has pro- 
duced a 50 percent decrease in the size of overpayments via early 
detection. Use of the do not pay list could be effective in eligibility 
determinations in addressing those determinations. 

In closing, our unemployment insurance system is a vital lifeline 
for millions of American workers. We must act to preserve the in- 
tegrity of the system for those in need. Fortunately, the country is 
in a position to help strengthen the UI safety net and ease the tax 
burdens on employers across America. Aligning funding priorities 
and investing in proven solutions will return precious dollars to 
State trust funds and to the United States Treasury to ensure via- 
bility of the unemployment insurance program for generations to 
come. 

Thank you for the opportunity to testify. I am available for any 
questions you might have. 

Chairman DAVIS. Thank you very much, Mr. Cullen. 

[The statement of Mr. Cullen follows:] 
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STATEMENT OF MICHAEL CULLEN 
MANAGING DIRECTOR 
ON POINT TECHNOLOGY. INC. 

BEFORE THE 

COMMITTEE ON WAYS AND MEANS 

SUBCOMMITTEE ON HUMAN RESOURCES 
UNITED STATES HOUSE OF REPRESENTATIVES 

Hearing on reviewing the implementation of the reforms to the unemployment insurance 
system contained in Public Law 1 1 2-96, The Middle Class Tax Relief and Job Creation 
Act of 201 2 


April 25. 2012 

Chairman Davis, Ranking Member Doggett, and distinguished members of the 
committee, thank you for the opportunity to testify this morning. I am Mike Cullen, 
Managing Director at On Point Technology. On Point Technology's entire focus is 
Unemployment Insurance, and as a company we take pride in our employees' 
experience and expertise in this arena. Prior to joining On Point. I spent 14 years with 
the Colorado Department of Labor and Employment, serving six years as the State's 
Unemployment Insurance Program Director - On Point staff possess similar 
backgrounds as career state unemployment insurance professionals. For over 15 years. 
On Point's solutions have enabled 17 states to find and collect improperly paid Ul 
benefits By our estimate we have helped return over S2 billion to state trust funds and 
the US Treasury. We are proud to provide software solutions that strengthen Ul 
programs and help minimize tax burdens on employers and now with multiple federally 
funded extensions, return improperly paid dollars to the US treasury. 

Background 

The national Unemployment Insurance program continues to face its greatest set of 
challenges In a generation. The recession's impact on state and federal Ul trust funds is 
clear and stark as millions of unemployed continue to look for work in an economy that 
struggles to regain its feet. A year ago state trust funds had been forced to borrow a 
combined $41 billion from the US Treasury. As of April 17. 2012 that total has not 
decreased with 30 states continuing to borrow $41,5 billion. This DDL statistic doesn't 
reflect the total debt of the program triggered by the most recent recession as many 
slates have issued billions of dollars in bonds to pay the US treasury. This is equal to 
paying off your credit card's high interest ioan by drawing against your home equity line. 
The President's 2012 budget addresses the continuing increase in slate borrowing; 
"Heavy borrowing from the Federal Unemployment Account (FUA) is projected to 
continue over the next few years. The aggregate loan balance is projected to increase 
from $40.2 billion at the end of FY 2010 to a peak end-of-year balance of $68.3 billion in 
FY 2013. Up to 40 stales are projected to borrow" 
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Extended payment of benefits to the unemployed, bankrupt trust funds, unparalleled 
borrowing, and unprecedented levels of improperly paid benefits means that we are 
placing the future ability of the unemployment insurance program to act as an economic 
stabilizer at risk. Employers, who are struggling to keep their business afloat, are 
increasingly bearing the burden of rebuilding the trust funds through repetitive tax 
increases. In 2010, employers in 24 states saw Ul tax increases. In 2011, employers In 
35 slates saw Ul lax increases, and it is projected that by 2013 the vast majority of 
employers will face significant tax increases. Employers are now experiencing not only 
the burden of increased taxes to replenish trust funds, but to pay interest on the debt 
the program has accumulated. The cumulative effect of this situation is that employers 
are now forced to bear the Ul tax burden rather than use the money to create jobs. 

Over the last year, despite the focus on improper payments, the rate of Improperly paid 
benefits has gone from 1 0.3% in 2009 to 1 1 .2% in 2010 and is currently at 12,0%, It is 
imperative we bring the improper payment problem under control because we are 
headed in the wrong direction. 

The current outdated systems create a tension between timely processing of benefits 
and ensuring the integrity of these payments. However, this dilemma ultimately 
represents a false choice. With a recurring investment in proven technology and 
improvements in the sharing of the data within the Ul program, we can both improve 
states’ capacity to process benefits while dramatically enhancing the Integrity of these 
payments 

Administrative Funding 

Since 1992, administrative funding for the Ul program has remained static. State 
agencies have been required to cut service levels or compete for other state dollars to 
administer their Ul programs. During the Great Recession administrative funding was 
provided to deal with the significant increase in workload resulting from the huge 
increase in claims volume and to support the administration of the federal extensions 
and federal additional compensation. As the economy recovers the additional funding 
will begin to dry up and state Ul programs will return to pre-recessionary levels: levels 
barely able to sustain program administration. However, the identification, processing 
and collection problem will continue if there is no additional funding to help pay for these 
activities. Administrators' primary focus has been the payment of claims. Investments in 
improved processes, staff hiring, and automation, were designed to get the money in 
the hands of the unemployed faster and more efficiently. Integrity has largely remained 
an under-staffed, manual activity. Post-recession funding for integrity has not been a 
focus. 


The Middle Class Tax Relief and Job Creation Act of 2012 
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The Middle Class Tax Relief and Job Creation Act of 2012 provided for several areas of 
specific action on the part of both the states and the US Department of Labor in the 
area of Ul program integrity and collections. The Act included the specific requirement 
as a condition of a state receiving federal administrative funding for its Ul program that a 
claimant be able to work, available to work and actively seeking work as a condition of 
being paid for a week of unemployment compensation. 

The requirement is very important not only in codifying the basic tenet of the program 
but also as a way to avoid the trend in recent years In some stales and in federal 
legislation to permit individuals to restrict their availability for work and/or to continue 
claiming unemployment compensation while unavailable for work and/or not actively 
seeking work. 

The Act mandates that states participate in the interstate collection of overpaid benefits, 
previously a voluntary election. This will require states for the first time to work together 
to assure that they are collecting overpayments 

Also included was the specific requirement that the overpayment of federal additional 
compensation (FAC) be subject to collection and offset along with other federal 
compensation programs. A review of the approximately $20 billion in FAC payments 
during the ARRA showed uneven reporting of FAC overpayment collection efforts 
across the states and raised questions as to the overpayment collection efforts. By 
requiring overpayment recovery and offset along with other federal programs there will 
be an increased amount of FAC overpayment collection. 

The legislation included the new requirement that USDOL establish an interagency work 
group to develop data exchange standards and use such standards in the development 
of a rule to govern reporting under Title III and XII of the Social Security Act. 

National Directory of New Hires 

Access to the National Directory of New Hires (NDNH) has been available to state 
workforce agencies since 2004. Use of the directory data has been mandated since 
2007. In Unemployment Insurance Program Letter 19-11, issued June 10, 2011, the 
Department of Labor directed all state Ul programs begin using NDNH cross-match 
data no later than December 201 1 . This is a positive step forward. Our experience has 
been that stales who use NDNH cross-matching are able to reduce the size of the 
overpayment by about 50%. It is this early detection that has the potential to bring 
significant, immediate improvement to addressing the improper payment problem. 

However, the challenge we see in relying solely on the NDNH is the unknown 
participation level by employers. We find that In states where both an NDNH cross- 
match and another audit called the quarterly benefit / wage cross-match are run, each 
finds about half of the total overpayments detected around claimants who were working 
while collecting Ul benefits (The USDOL refers to this as a benefit year earnings 
overpayment). We believe the USDOL should rewire both audits to be run. The USDOL 
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should also work with the US Department of Health and Human Services, the owner of 
the NDNH. to find ways to improve employer participation. State Ul agencies should be 
incentivized to improve participation by employers in their states to make complete, 
accurate timely reports. 

Automating the Prevention, Detection and Recovery of Improper Payments 

In the past, many Federal and Stale initiatives encourage the introduction of new and 
innovative cross-matches. While this is certainly encouraged by On Point Technology, 
we believe it represents a misunderstanding of the current bottlenecks in the 
unemployment insurance program. Unfortunately states have loo often introduced a 
new cross-match only to turn off or throttle back existing ones. 

Most slates still do not have the technology to effectively handle the results of cross- 
matches or other integrity supporting processes. During the recession, many states 
realized their integrity efforts would produce mass volumes of potential improper 
payments data and therefore they simply turned many of the integrity processes off. 

The majority of states have automated tools to detect improper payments then manually 
process the resulting case investigations and adjudication. Performing calculations, 
interfacing with state systems, and creating documents for employers and claimants are 
labor intensive processes. Resolving any question regarding a case, generally requires 
searching through file cabinets to secure the required information. These manual 
processes prevented states from addressing the overpayment problem before the 
recession and have proven impossible to ramp up with the increase in workload. 
Adapting existing technology to eliminate this paper processing will dramatically 
increase productivity. Slates should store Information in a web-accessible system to 
enable automated reports, letters, and interfaces thereby Increasing productivity. Most 
states adjudicate every overpayment manually based on state statutes and Ul case law 
However, technology enables states to translate state law and precedents into business 
rules in order to issue automated determinations. Using these techniques we have seen 
states automate over 85% of overpayment decisions. This approach ensures 
consistency of approach and outcomes. It is our experience that implementing software 
incorporating these processes improves the overall detection and processing of Ul 
overpayments by at least 300%. One state has had a return on investment of more than 
100 times the original cost. We have several recent examples where integrity software 
implementation costs have been repaid by the detection or collection of improper 
payments in eight weeks or less. 

Implement a National Effort to Combat Organized Fraud 

Organized fraud exists. States that are armed with software to find organized fraud can 
avoid significant losses to their trust funds. In June of 2005, the U.S. Department of 
Labor's Office of Inspector General testified before Congress about a single organized 
fraud ring that stole 15,000 identities and committed $58 million of Ul fraud. Other large 
scale cases are being routinely investigated by the OIG. A proactive approach cxiuld 
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have identified this organized fraud earlier, saved millions of Ul dollars, and prevented 
identity theft for thousands of individuals. The use of automated software to search 
disparate databases for known patterns of fraud can detect and stop these illegal 
activities. Unfortunately the nature of the Ul federal-state partnership and the legal 
processes involved with prosecuting fraudulent activities has often left stale agencies 
isolated and has precluded the sharing of information. States often are unaware of 
schemes that are perpetrated in other neighboring states or other regions of the 
country A focused effort on the part of the Department of Labor and OIG to address 
fraud and access unemployment insurance claims data directly is needed. 

Future Federal Ul Programs and Integrity 

As we look forward to future recessions where federal programs such as EUC and FAC 
are implemented we recommend that legislation contain provisions that protect the 
integrity of those programs First, a portion of any administrative funding provided to 
states to administer such a program on behalf of the federal government should 
dedicate 10% for integrity activities. Second, language should be included that 
allows/requires the states use all measures to collect and return to the federal 
government improperly paid benefits. 

Spending Authority and Integrity Activities 

Over the past several years Congress has considered and adopted several provisions 
of the Unemployment Insurance Integrity Act One provision that has not been adopted 
is the provision that provides the stales the use of 5% of recovered overpayments to 
support integrity activities. It represents good business practice and solves part of the 
long term administrative funding issue. This must augment current funding. It must not 
replace current administrative funding focused on integrity. The concept of a consistent, 
self-supporting funding stream rather than occasional supplemental grant opportunities 
just makes sense. 

Do Not Pay List 

On April 12, 2012 the Office of Management and Budget Issued a memorandum titled 
"Reducing Improper Payments through the 'Do Not Pay List'". We believe it represents 
an opportunity for data-shanng across programs to improve eligibility verification and 
assist in indentifying improper payments earlier, In the context of the requirement in the 
The Middle Class Tax Relief and Job Creation Act of 2012 that the USDOL create an 
interagency workgroup to develop data exchange standards we encourage the 
consideration of using the data contained in the "Do Not Pay" list to support Ul integrity 
activities. 


Chairman DAVIS. Where I would like to go in my line of ques- 
tioning is going to he under the theme of the importance of com- 
mon data standards in sharing information. I appreciated Mr. 
Gates’ prescient and somewhat wry comment about the use of inno- 
vative technologies like the telephone. The ability to share informa- 
tion in the private sector has saved tens of billions of dollars, it has 
created millions of jobs, and the government, I found, tends to be 
a bit of a lagging indicator, particularly at the Federal level. And 
we have a habit in the Congress, certainly in the executive branch, 
of treating the symptom and not the root cause. However, symp- 
toms can point you to those root causes, and I would like to share 
an example with you. 

In March, the Los Angeles Times reported that convicted mur- 
derer Anthony Garcia continued to collect $30,000 in unemploy- 
ment benefits in checks cashed by family and friends while he 
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served time in the L.A. County jail system. Not only did his accom- 
plices deposit the money into Garcia’s jail account, they shared it 
among fellow gang members’ accounts as well. It is unconscionable 
to think that the government is helping maintain the financial 
well-being of a gang while they are in prison for murder and for 
other crimes. 

I note that public assistance programs have worked with the 
criminal justice system in the past to make sure benefits don’t go 
to criminals. For example, the Social Security Administration was 
able to work with prisons to stop disability checks from being paid 
to inmates. I would hope we could do the same thing with unem- 
ployment benefits by sharing inmate information with public as- 
sistance programs to make sure all our programs are on the same 
page. 

In the conference report on the Middle Class Tax Relief and Job 
Creation Act, we enacted uniform data standards into TANF, Tem- 
porary Assistant to Needy Families, and unemployment insurance 
programs, so we are taking steps in that direction. 

My question is how common are cases like this? What caused the 
breakdown in this situation? What tools do unemployment benefit 
agencies like yours have to make sure that unemployment checks 
only go to those who are eligible and not to those, for example, in 
jail? Are States able to go after this money and recover it? Tell me 
in what ways and what is being done to make sure this doesn’t 
happen again. 

I have tried to make the focus of the last year and a half on this 
subcommittee to fix broken processes rather than engage in ideo- 
logical discussions because I believe there is real money to be saved 
for the taxpayers there as well as assuring help for folks on the 
front lines like you. But here is my final point is what, if any, legis- 
lative authority or other tools do you need from us to prevent fu- 
ture episodes like this happening? 

Mr. Cullen, would you care to start? 

Mr. CULLEN. Thank you, Mr. Chairman. I appreciate those 
comments, because those are simply down the path of an area that 
we do have some expertise in. We do have the ability, and it is not 
just us, but the country has the ability to look at disparate data- 
bases, bring them together, and either through data mining or 
through cross-matches eliminate some of this activity. I am sure 
that others will agree that it is difficult to get that information 
sometimes out of other government agencies, and I think that is 
where the focus really needs to be. 

The technology is there to make best use of that information, but 
unfortunately the ability to get to that information, to get it re- 
ported on a timely basis so that programs such as unemployment 
insurance can use it either for the curtailment of benefits when 
they are not entitled to them or for making eligibility decisions at 
the very beginning so benefits never go out the door to begin with 
is where the issue is. 

So when you ask where can you help, you can help in making 
it easier for States to get that information made available to them. 

And then, again, I would like to go back to do not pay list. We 
had the opportunity to testify last year in the Senate, and this 
issue came up. And I think it is a good tool that starts the con- 
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versation of how from the Federal level, such as the National Di- 
rectory of New Hires — how from the Federal level can I look at 
other information to preclude these activities from going on? 

Chairman DAVIS. Something as simple as just being ahle to 
have a bio from the uniform criminal registry flagged in social serv- 
ices for an individual who is receiving benefits if they log in. 

Mr. CULLEN. Yes, sir. 

Chairman DAVIS. I would like Mr. Gates and then Mr. Temple 
to comment from your States’ perspectives. Mr. Gates first. I know 
we don’t want to mess with Texas, but we will start with New 
Hampshire. 

Mr. GATES. I would have to say that it is very difficult, because 
I think the constant underfunding of our system has caused us to 
have to do things in technology that makes us not see our cus- 
tomers as often as we should. 

And so one of the things that we have tried to do is to establish 
individual relationships with each of the county corrections facili- 
ties as well as the State correctional facility, but we have to do that 
individually, and that makes it difficult. A central registry would 
be very, very effective for us to be able to make sure that individ- 
uals are not doing things that they are not supposed to be and to 
be available. 

I honestly believe that oversight is the key, and that we need to 
see our customers more often and to have the ability to do that, 
because I think that by bringing them into the one-stop and mak- 
ing sure that they are engaged in the work search activity is the 
best way for us to determine where to help them and to make sure 
that they are not in prison. If I call them in, and they are in prison, 
they are not going to be coming, and, you know, that is a simple 
way. 

You know, we try to do things in New Hampshire that are much 
more simple, but the difficulty that we have is having to do all of 
these individual cross-matches, and a central registry of services 
and individuals’ unavailability would be very helpful. 

Chairman DAVIS. Mr. Temple, quickly. 

Mr. TEMPLE. We do quite a few data matches. One is certainly 
with our criminal justice system. We also monitor pay phones, 
those that are coming from, for instance, correctional facilities. And 
we also monitor IP addresses, where we are seeing foreign Internet 
accounts coming in, and we do investigations on those. We have a 
big border, and we have a lot of people who go back and forth into 
Mexico, it is understandable, but we also have a lot of other ones 
that may necessarily not be legitimate, and we look into them. But 
we find people who are overseas working who know they are about 
to get laid off, offshore oil people and whatnot. So there is a lot of 
legitimate ones, but we still do find those. 

And we work a lot with the Eederal Government as well. We are 
doing data matches on unemployment insurance with the U.S. 
Postal Service now, with IRS on their own employees, and it has 
been in the paper, several of those cases, where they have gotten 
criminal charges against a lot of their employees. 

Chairman I)AVIS. Thank you very much. 

With that, I would like to recognize Mr. Doggett from Texas. 

Mr. DOGGETT. Thank you very much. 
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Mr. Temple, if I understand correctly, you got a waiver request 
in for demonstration projects for Texas within hours of the Presi- 
dent signing the law permitting those demonstration projects to 
come about; is that right? 

Mr. TEMPLE. Correct. Yes, sir. 

Mr. DOGGETT. And your application was not denied on the 
basis of any deficiency, but only the fact that it got here before the 
guidance had been issued by the Department of Labor, which took 
them, what, less than 2 months to issue, right? 

Mr. TEMPLE. That is what our letter said. We 

Mr. DOGGETT. Right. In other words, they didn’t fault you for 
not having met this or that, but simply said, it takes us a few 
weeks to get the guidance ready. And now that they have their 
guidance out last Thursday, do you anticipate that Texas will re- 
apply? 

Mr. TEMPLE. We are still looking at the guidance. There are 
some really burdensome requirements in it. 

Mr. DOGGETT. What would you say is the most burdensome re- 
quirement in the compliance? 

Mr. TEMPLE. At first blush the individual-by-individual calcula- 
tion of weekly benefits and determining what the wage incentive, 
our subsidy, would be for each individual. We have approximately 
half a million people in the State receiving unemployment insur- 
ance; 290,000 of those are receiving State funded. We plan on serv- 
ing about 35,000. So technically we could have to have a different 
agreement for every claimant with each employer where we don’t 
now. 

Mr. DOGGETT. You don’t believe you can make those calcula- 
tions easily and promptly in order to reapply? 

Mr. TEMPLE. No, sir, I don’t think it can be done easily and 
promptly because it is an individual basis. And then you have to 
sell it to the employer. So I may bring a $200-a-month wage sub- 
sidy, you may bring a $500, and so we have got parity now. 

Mr. DOGGETT. You don’t envision any problem, for example, 
with Texas complying with the Fair Labor Standards Act? 

Mr. TEMPLE. We do now. 

Mr. DOGGETT. Right. And you don’t envision any problem com- 
plying with minimum wage law standards? 

Mr. TEMPLE. We do now. 

Mr. DOGGETT. Right. So a number of the things that have been 
mentioned here this morning as being burdensome in the guidance 
are simply a restatement of existing Federal law, aren’t they? 

Mr. TEMPLE. Well, not the one that I talked about. 

Mr. DOGGETT. Not the one you talked about. That is the one 
I want to identify, because there has been a lot of discussion here 
this morning about burdensome and delaying, and actually it is 
pretty unusual that you get a guidance out in less than 2 months, 
but to identify what the specifics are. And many of the specifics 
that have been mentioned are things that you are already doing 
and you have no problem complying with, like paying the minimum 
wage and like complying with the Fair Labor Standards Act. 

Mr. TEMPLE. I never cited those as being a hindrance for us. 

Mr. DOGGETT. Actually it was difficult to tell in some of the 
written testimony what was being cited so those were so global. I 
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am pleased to hear that that it is not a problem in Texas, and I 
doubt it is a problem anywhere to comply with those. 

So it is this matter of how one calculates the amount of subsidy 
that is an issue for you? 

Mr. TEMPLE. That will be an issue for us. 

Mr. DOGGETT. Are there any others? 

Mr. TEMPLE. Well, it doesn’t say that you have to do this ran- 
dom assignment evaluation, but that preference will be given or 
something to that nature. And, you know, we have been running 
this program for almost 2 years, and we know — we know it works. 
And it is almost as DOL is saying, okay, we know yours works in 
practice; we want you to do a study to see if it works in theory. 
I mean, we are there. 

Mr. DOGGETT. Well, it is the first time that trust funds have 
been used for a purpose other than paying benefits, and you would 
expect that in terms of fulfilling its responsibilities as a steward for 
those trust funds that there would be some examination of your 
program even if it is an award-winning program. 

Mr. TEMPLE. Certainly, understandable. 

Mr. DOGGETT. And you didn’t expect that by applying on day 
1, or almost day 1, that you necessarily should be accorded an ad- 
vantage, even though I would like Texas to have an advantage, 
over the other 49 States that might choose to apply for only 10 
demonstration projects. 

Mr. TEMPLE. We absolutely thought we should have an advan- 
tage because we were the first in. Absolutely we thought we would 
be. 

And then I would mention that those trust fund dollars are dol- 
lars paid by our employers. They are not Federal dollars, they are 
State dollars. And every dollar we have ever borrowed we have 
paid back. We have never missed a benefit, we have never missed 
a loan, we paid all of our bonds early. We are retiring the one we 
currently have early. 

Mr. DOGGETT. I applaud you for your efforts on that. I hope 
that you will be able to apply and that Texas will get 1 of those 
10 demonstration projects. And as much as I would like Texas to 
always have the advantage, I think clearly the Department of 
Labor had a basis for putting out a clear guidance. There may be 
problems with some aspects of it. I am glad to get a specific rather 
than just the rhetoric we have heard so far. Thank you for your 
service. 

Mr. TEMPLE. Thank you. 

Chairman DAVIS. Thank you very much. 

The chair now recognizes Mr. Paulsen from Minnesota for 5 min- 
utes. 

Mr. PAULSEN. Thank you, Mr. Chairman. 

And we will just follow up with Texas a little bit. I guess your 
organization won an award in 2011 from the Department of Labor 
for innovation, right? 

Mr. TEMPLE. Yes, sir, we did. 

Mr. PAULSEN. That is great. And was that based on your Texas 
Back to Work program? 

Mr. TEMPLE. Yes, sir, it was for that program. 
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Mr. PAULSEN. All right. And that program did not involve un- 
employment funds, but it still served unemployment recipients; is 
that correct? 

Mr. TEMPLE. Correct. It was general revenue. 

Mr. PAULSEN. Okay. And in concept the idea behind this new 
waiver authority was that programs like Texas Back to Work 
would essentially be fully integrated into the unemployment insur- 
ance program. Does this guidance allow for that? 

Mr. TEMPLE. It eventually would allow if you met those other 
criteria. That would be the funding source. 

Mr. PAULSEN. And how would you need to modify Texas Back 
to Work in order to meet the DOL requirement? What modifica- 
tions might have to be met as you look forward? 

Mr. TEMPLE. There is a possibility we could need a different 
work agreement with each employer representing each individual 
we placed, rather than we just have one agreement that covers ev- 
eryone, much easier to sell and much easier to explain. And our UI 
claimants actually go out and sell themselves, that we offer a 
$2,000 incentive if you hire me. And now we may, as we under- 
stand it, I may only offer, you know, $100 to $150 a month; some- 
one else may offer $500. So we don’t have the parity in all things. 
And we ultimately want the employers to pick, obviously, the best 
candidate that we send them, and there is an incentive here to hire 
someone on UI. And we thought it was fair when everyone rep- 
resented the same. And that is the concern we have, one from the 
parity and one just operationalizing it. 

Mr. PAULSEN. Mr. Gates, maybe can you add a little bit to that 
discussion? 

Mr. GATES. Well, to be honest with you, as I indicated in my 
testimony, I am not sure that New Hampshire is going to apply for 
one of the demonstration grants only because we are a very small 
State, and when we applied for the reemployment and eligibility 
assessment programs back in 2010, that grant was written by me. 
I don’t have a grant writer. You know, we believe in having more 
staff on the front line helping the public, so we are not very top- 
heavy. The second year it was written by my director. 

The way we read this is that it appeared as if we were going to 
have to prove our concept would be successful before we could even 
try it, and that was just going to be very difficult for us and very 
time-intensive. Currently right now we are over capacity. We are 
trying to implement SIDES, TALK, Barts. You know, we are just 
trying to really do a lot of things that are moving us ahead, and 
we just saw this as just a Herculean challenge that we just couldn’t 
take on at this time. 

Mr. PAULSEN. Thank you, Mr. Chairman. I yield back. 

Chairman DAVIS. I thank the gentleman. 

The gentleman from North Dakota Mr. Berg is recognized for 5 
minutes. 

Mr. BERG. Thank you, Mr. Chairman. 

I appreciate the panel being here. And obviously we are trying 
to look for innovation and how we can do things better out here. 
I was a little bit frustrated going into the first panel. To me, it 
seems like this guidance is stifling the very innovation that we had 
hoped to get out of this effort. 
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Mr. Gates, I come from the very large State of North Dakota, so 
I have no idea what you are talking about. New Hampshire, but 
I know in your comments you didn’t apply for the waiver, and 
maybe you could expand on that a little bit more. 

Mr. GATES. Well, it is mainly, as I said before, one of capacity. 
And when we read the guidance, we thought the guidance was very 
well done, don’t get me wrong, and we think that there wasn’t any- 
thing in the guidance we took exception with. We just don’t have 
the ability to write an application that is going to meet the stand- 
ards. It requires a lot of research before, during and after, and to 
be honest with you, we have so much going on now. 

We have a very effective return to work program that we initi- 
ated back in 2010, and through that — which was modeled on the 
Georgia Works, but took into great length the requirements to 
make sure that we met the Fair Labor Standards Act. We basically 
called it an extended interview, because what New Hampshire em- 
ployers were telling us was that their problem was finding individ- 
uals who are going to fit in with their culture and their team. 

And so what we did was to make sure that individuals on a vol- 
untary basis would be able to, while they were receiving unemploy- 
ment, to go in and show what they could not do, because that is 
forbidden, but to show whether or not they were going to be able 
to, through observation, pick it up, and through questioning and 
through interaction with the others to see whether or not they 
would fit. We applaud the other — you know, any other State that 
does it. 

Mr. BERG. I guess what I hear you saying is it is one thing if 
we are going to appropriate money for a program or a new pro- 
gram. That is where you tested it, and you pulled all the research 
together, and you say, okay, we are going to go down this road. 

What we are talking about here is innovation. We are talking 
about something that is going to be risky, something that maybe 
only 20 percent of these ideas are ever going to work or really get 
people back to work. And so kind of what I hear you saying is it 
is a different mind-set in terms of. A, we are not funding a specific 
program; what we are doing is we are asking the States to take a 
little risk, try something, and we are not going to chop your head 
off if there is a mistake. 

We had the Secretary here earlier in the first panel, and, you 
know, her response was — ^you know, and I asked her what are the 
barriers that are happening, and she couldn’t respond to that. And 
what I would like to know is if you could be very specific on both 
New Hampshire and probably Texas, from a State’s perspective, in 
saying here are some things that are specific that we ought to 
change that will encourage States to step in, complete an applica- 
tion, and encourage States to bring their innovation forward so we 
can look at it. So can you just respond to that? 

Mr. GATES. Well, I guess what would help us to make our re- 
turn to work program more effective is that we have been very 
mindful onto the guidance that the individuals can’t do anything. 
They can’t produce a product, they can’t do a service. And that is 
very difficult for an employer to determine whether or not — ^you 
know, this individual fits in, they report to work, they have a good 
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attitude, they seem to be catching on, but they haven’t done any- 
thing yet. 

And so what we have done is to try and parlay that into an on- 
the-job training. So we have been one of the States that has been 
very effective in maximizing on-the-job training, because that was 
the missing ingredient in our return to work program. So we actu- 
ally were a State that actually went back and actually collected 
some money from other States that were not using their OJT 
money, because we burned through our money fairly quickly. OJT, 
as far as I am concerned, is the best tool that the system has to 
use in order to get individuals back to work and to show employers. 

The other thing that we are doing is Work Ready, which is to 
take individuals on a voluntary basis and to find out what their 
skills are on day 1, on their first day of unemployment, so we know 
early on what we need to do to help them to have the skills and 
abilities to be matched with an employer. 

Mr. BERG. And then just briefly, these are things that would not 
qualify under this waiver. 

Mr. GATES. These are things that we are doing now without the 
waiver. 

Mr. BERG. But if you were going to expand those with the waiv- 
er flexibility or something, is that a barrier? 

Mr. GATES. I honestly don’t know. 

Mr. BERG. Okay. Thank you. 

Mr. Temple, I know we are short on time. 

Mr. TEMPLE. Well, and again, as we had talked earlier, we were 
looking at an extension and expansion of our existing program as 
we operate it now, and understand there could have been some 
changes. But we tried to do something that was streamlined. The 
OJT program, under the Workforce Investment Act On-the-Job 
Training, still has a lot of paperwork and red tape that is required 
of employers, and they shy away from it. I know that we have had 
problems selling the OJT in times, and when we were able to put 
our general fund dollars and take away those hurdles, it was ac- 
cepted much greater than our on-the-job training federally funded 
programs were. And so we were looking at trying to craft it more 
in that direction. 

But as was stated earlier, our big concern is just operational out 
of this, making it easy to understand both for the employers and 
for the job seekers. And the one that — and it is supposed to be cost 
neutral, we understand that, and we demonstrated that we have 
been cost neutral. And I don’t believe that restrictions and require- 
ments they have in place States could monitor how they outreach. 

The one thing I would mention, though, we are serving in our 
program with general revenue State dollars not only people that we 
fund our trust fund, but also people who are being funded feder- 
ally. And so savings are enuring to the benefit of Federal dollars. 
They are all tax dollars, but those are Federal dollars. Under the 
existing waiver, and under actually the way the legislation was 
written, it doesn’t allow us to serve people who are receiving Fed- 
eral unemployment — extended unemployment benefits. And that 
may be something you want to consider, because right now we are 
serving both populations, and our trust fund is saving money, and 
we are saving the Federal Government money. And the expansion 
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of it to include that, I think, would reap a good return on invest- 
ment. 

Mr. BERG. All right. Thank you. 

I yield back. 

Chairman DAVIS. The gentleman’s time is expired. 

The chair now recognizes Mr. McDermott from Washington for 5 
minutes. 

Mr. MCDERMOTT. Thank you, Mr. Chairman. 

Dr. Vroman, the problems that States have had has not been be- 
cause they increased benefits, but because they reduced the rate 
that they were charging employers, an hourly rate that they were 
charging employers. Is that a fair statement of the problem that we 
have to date? 

Mr. VROMAN. Yes. Going back for the last 60 years, if you then 
look at the trust fund situation following the two previous reces- 
sions, taxes never came back up to where they had been in the pre- 
vious recoveries, and as a consequence there was no major rebuild- 
ing of the trust funds in the mid-1990s or between 2004 and 2007. 
So when we went into the recession in 2007, the net reserves of the 
system were at their lowest position of any recession post-World 
War II. And the benefit side was actually lower in the decades of 
the 1990s and prior to 2007 than it had been in the 1970s, than 
it had been in the 1950s, than it had been in any of the previous 
periods. So the funding problem was not excessive benefit outlays 
that the States were responsible for, but the failure of taxes to 
bring the trust funds back to previous balances. 

Mr. MCDERMOTT. Can you compare the benefit, the average 
benefit, of the State of Washington and the benefit of Texas or 
Kansas? 

Mr. VROMAN. Certainly, yes. In terms of benefit levels, Wash- 
ington is a little bit more generous. The maximum as a ratio to the 
statewide wage is a little bit higher in Washington. But the con- 
trast, the big contrast, between Washington and Texas is the share 
of the unemployed who collect benefits. In Washington State it 
averages 40 to 45 percent in most years, most nonrecession years, 
whereas in Texas it is closer to 20 to 25 percent. 

There is a big range of recipiency rates across the system, and 
the variance from one State to the next is much larger in terms of 
what share the unemployed collect compared to what the payment 
levels are relative to past wages. 

Mr. MCDERMOTT. How does that work? I mean, how does 
Texas exclude three-quarters of the people? 

Mr. VROMAN. They have harder eligibility requirements, for ex- 
ample, misconduct determinations by the State affect more than 30 
percent of applicants in Texas, whereas in Washington State they 
affect fewer than 15 percent. That is a major factor. It is sort of 
like a race of hurdles where if you are a claimant trying to go down 
the track, it is a lot easier if the hurdles are lower. And Texas has 
higher hurdles than Washington State. 

Mr. MCDERMOTT. How about the indexing of the average wage 
in the State? 

Mr. VROMAN. To the tax base? 

Mr. MCDERMOTT. I mean, the tax base in Washington State — 
or the Eederal one has not been changed, I think, since 1983. 



131 


Mr. VROMAN. 1983, correct, yes. 

Mr. MCDERMOTT. Which is $8,000. 

Mr. VROMAN. $7,000. 

Mr. MCDERMOTT. Seven thousand dollars. It is practically 
nothing. 

Mr. VROMAN. Yes, very low. 

Mr. MCDERMOTT. What would it he if it had been indexed since 
1983? 

Mr. VROMAN. Average wages in the country since 1983 have 
roughly tripled, so the 7- would be $21,000 had the Federal tax 
base maintained its position to the average wage. And Washington 
State, which indexes at 80 percent of the statewide wage, now has 
a number like, I think, $38,000, something like that. 

There is a graphic in my written testimony that compares the av- 
erage tax base in the 16 indexed States against the 35 nonindexed. 
The 35 nonindexed in 2012 have an average tax base that is below 
$11,000 and is less than $4,000 above the Federal tax base. States 
without indexation could raise it by State legislation, but there is 
extreme reluctance, and that reluctance has been present for a very 
long time. 

Mr. MCDERMOTT. Let me just switch here to this issue of the 
guidance that was issued by the Department with respect to this 
waiver. My understanding is that it requires that — what we put 
out requires neutrality in the trust funds, that they not cost more 
to do these. 

Now, is there — we have heard complaints about it. They have 
said, oh, it is too cumbersome, and we are going to have to individ- 
ually look at everybody, and we have got all kinds of reasons. Is 
there a way to guarantee that neutrality, or should we just throw 
the money to Texas and say, go and do whatever you want with 
it, we don’t care what it does to your trust funds? 

Mr. VROMAN. I do not have enough expertise in the evaluation 
that will accompany these waivers to have a judgment about what 
the net effect on the trust fund is likely to be. I am sorry to pass 
on your question, but I don’t think I am the right person to answer 
it. 

Mr. MCDERMOTT. We are trying to figure out how to make it 
work. I think that is probably the most important thing. 

I yield back the balance of my time. 

Chairman DAVIS. I thank the gentleman. 

And Mr. Reed from New York will have the last word. 

Mr. REED. Thank you, Mr. Chairman. 

Following up on this conversation of my colleague Mr. 
McDermott, Mr. Holmes, do you have anything you would like to 
offer on the differing tax rates being discussed here? 

Mr. HOLMES. Yes. I think that, at least from an employer’s per- 
spective, each State is different. You know, each State has a dif- 
ferent industrial make-up. Each State has negotiated and has a 
mature sense about what the tax rate should be with respect to 
funding unemployment insurance. In some States it is a lower tax 
base and a higher contribution rate schedule. 

I think that it is difficult to draw the conclusion that all States 
should have an indexed wage base unless you also evaluate benefit 
payout and also the make-up of the State. I know a number of 
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States in which there have been significant increases in benefits. 
And, in fact, the trendline with respect to the replacement rate 
across the country, replacement of wage rate, has been up at least 
since 1988, according to the Department of Labor. 

So I think that we have to look at all the different pieces of the 
puzzle before making a conclusion about what should be done at 
the national level. 

The other thing I would say is that I think you should pay atten- 
tion to the FUTA tax revenue for the purposes that it is dedicated 
for, which primarily should be administration of the programs. 
State and Federal, with some money for extended benefits if we 
trigger on. 

But as far as the State goes, that is a much different conversa- 
tion, and we can’t really link the two and say one needs to be in- 
creased because the other one hasn’t been raised for a while. 

So those would be my thoughts about it. 

Mr. REED. Well, I appreciate that comment. 

Dr. Vroman, I can’t miss this opportunity. I was reading your 
testimony, and on page 10 you indicate a conclusion, “There is like- 
ly to be another recession later in the present decade.” What is 
your source? It is not footnoted. What is your source for that con- 
clusion? 

Mr. VROMAN. Since World War II, we have had 11. World War 
II has 60 years roughly to the present. Our economy tends to have 
a cyclical nature to it, and that is the basis for my comments. 

Mr. REED. So just based on patterns of history, you are pro- 
jecting. 

Mr. VROMAN. Yes. And we have been fortunate in the last three 
decades. 1982, 1991, 2001, and the great recession. That is only 
four over about a 30-year period, so, in fact, the length between re- 
cessions has tended to grow, but there is going to be another one, 
and it is most likely 

Mr. REED. I am very interested. You put a timeline on it of the 
end of the decade, so I am interested in what your thoughts would 
be to the White House as to what we could do to avoid this reces- 
sion that is coming down the pipeline according to you. What 
should the White House be doing right now? 

Mr. VROMAN. Pray? No one has that good a crystal ball, and 
I am trained as an economist. The surprise that the economics pro- 
fession received at the depth and duration of the current recession 
should be a sobering reminder to all economists that our ability to 
forecast is extremely limited. And so 

Mr. REED. So your own conclusion is probably just a guess, just 
a shot in the dark? 

Mr. VROMAN. Yes. 

Mr. REED. Okay. I appreciate that then. 

Mr. Holmes, what I would be interested in is following up a little 
bit on the drug-testing issue that we talked about previously with 
the prior witness. From your perspective in the private sector, how 
big of an issue is reemployment and folks potentially that have a 
drug issue? Could you comment on that? 

Mr. HOLMES. Certainly it is a significant issue with respect to 
not just the controlled substances which are addressed in the bill, 
but also abuse of prescription drugs. It is a significant cost for em- 



133 


ployers with respect to their employees, their performance on the 
job, and also making decisions about firing people or hiring people. 
Obviously their background with respect to drugs and whether they 
are testing positive or not, that becomes a significant part of the 
hiring decision process, and it hits the bottom line for employers. 

So I think we recognize that it is a big problem, and as I think 
I said in my testimony, it is something that we would like to have 
the business community, if a State chooses to go in that direction, 
be part of the evaluation of what really works, since we do have 
significant experience in how to address these issues. 

Mr. REED. Well, I appreciate that. When you say a big problem, 
is there any way to quantify it when you reference “big problem” 
in your testimony? 

Mr. HOLMES. I would have to go back and pull some data. I 
don’t have it with me today. 

One of the difficulties about UI as compared to public assistance 
programs is there is a fair amount of data that addresses this with 
respect to public assistance programs; less data that addresses it 
with respect specifically to UI, because it just hasn’t been done as 
much. 

Mr. REED. Appreciate that information. Thank you very much. 

With that, Mr. Chairman, I yield back. 

Chairman DAVIS. I thank the gentleman. 

I would also like to thank all of our witnesses and the staff for 
coming and joining us today. I appreciate your help in under- 
standing this issue further. We look forward to working with you 
in the time ahead. 

Members may have additional questions. If they do, they will 
submit them directly to you in writing, and we would appreciate 
your responses back to the subcommittee for the record that it 
could be shared with all concerned. 

Chairman DAVIS. Thank you again, and with that the com- 
mittee stands adjourned. 

[Whereupon, at 12:10 p.m., the subcommittee was adjourned.] 

[Member Submissions for the Record follows:] 
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Statement of The Honorable Tom Reed 
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Key Findings 


SJRM 




What percentage of organizations conducted pre-employment drug testing in 2011? More than 
one-half of organizations (57%) indicated that they conduct drug testing on all job candidates More 
than one-quarter (29%) of the organizations do not have a pre-employment drug testing program 
Is there a tie between drug testing programs and absenteeism? Yes. In organizations with high 
employee absenteeism rates (more than 15%), the implementation of a drug testing program appears 
to have an impact. Nine percent of organizations reported high absenteeism rates (>15%) prior to a 
drug testing program, whereas only 4% of organizations reported high absenteeism rates after the 
Implementation of a drug testing program, a decrease of approximately 50%. 

Are workers' compensation rates affected by drug testing programs? Yes. In organizations with 
high workers’ compensation incidence rates (>6%), the implementation of a drug testing program 
appears to have an impact. Fourteen percent of organizations reported high workers' compensation 
incidence rates prior to a drug testing program, whereas only 6% of organizations reported similar rates 
of workers' comp after the implementation of a drug testing program, a decrease of approximately 50%. 
Do drug testing programs improve employee productivity rates? Nearly one-fifth (19%) of 
organizations experienced an increase in productivity after the implementation of a drug testing 
program. 

How much of an impact do drug testing programs have on employee turnover rates? Sixteen 
percent of organizations saw a decrease in employee turnover rates after the implementation of drug 
testing programs. 

Do multinational organizations apply similar drug testing protocols/policies in the United States 
and globally? Nearly three-quarters (72%) of organizations that have multinational operations 
indicated that all. almost all or some of the same protocols/policies are applied while conducting drug 
tests outside the United States. 
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For approximately how many years has your organization been 
conducting pre- and/or post-employment drug testing? 


smM 


7 years or more 
5 to 6 years 
3 to 4 years 
1 to 2 years 

Less than 12 months 



12 % 

12 % 


69% 


Note, n « 626. Pefcentages do not tola/ 100% due to rounding. HR (trofessionals wete asked to round to the highest year. 
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Does your organization conduct pre-employment drug testing 
with job candidates? 


smM 


All job candidates 


Selected job candidates (e.g., for safety-sensitive 
positions) 


When required by state law (e.g., DOT) 


No, my organization does not conduct drug testing 
for any of its job candidates 



57% 

55% 


More than one-half of organizalions 
(57%) Indicated that they conduct drug 
testing on all job candidates . More than 
one-quarter (29%) of the organizations do 
not have a pre-employment drug testing 
4}roQram 


□ 2011 0 2010 

0 = 1,040 0 = 320 


Note: HR professloitafs wtio answered 'not surs' wera oKduded from thfS analysis. 
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Does your organization conduct pre- and/or post-employment 
drug testing with its contract employees? 


smM 


Comparison by Organization Staff Size 


Larger organizations (500 or more employees) are more likely to conduct pre-employment drug testing for 
contract employees compared with smaller organizations (fewer 500 employees). 


Smaller Organizations 

Larger Organizations 

Differences Based on Organization Staff Size 

•1 to 99 employees (17%) 

■ 100 to 499 employees (19%) 

•500 to 2,499 employees (30%) 

•2,500 to 24,999 employees (36%) 

•25,000+ employees (44%) 

Larger organizations > smaller organizations 
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To a large degree-all or almost all oF the 
same prolocols/policies are applied at 
locations outside the U.S. 


To some degree-some of the same 
protocols/pollces are applied at locations 
outside the U.S. 


To no degree-very few or none of the 
same protocols/policies are applied at 
locations outside the U.S. 




% 

Nearly three-quarters (72%) of '> 
organizations that have 
multinational operations indicated * 

that all, almost all or some of the | 
same protocols/policies are > 

applied while conducting drug tests 
outside the United States ^ ^ ' 


Other 



Nole. n - 150. PercentagBS do not totat 100% due to rounding Only orgamiahons with multinaltonal operations 
were asked this question. 
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Absenteeism rates at organizations before and after drug testing 
program implementation 


SIHM 


■OCrYKf »IUHW 



Before implementation of a drug 
testing program 

(n = 162) 

After implementation of a drug 
testing program 

(n = 216) 

0-15% 

91% 

96% 

More than 15% 

9% 

4% 



9% of organizations reported higfi absenteeism rales, (more than 15%) 
After implementation of a drug testing program only 4% of organizations 
reported high absenteeism rales, a decrease of approximately 50%. 



Note. HR pmtessionals who answered ‘not sure' were excluded from this analysis. 


ti 
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Workers' compensation incidence rates at organizations before 
and after drug testing program implementation 


smM 


flOCr'YtCtfftAMM 



Before implementation of a drug 
testing program 

In » 255) 

After impiementation of a drug 
testing program 

{n = 312l 

0-6% 

86% 

94% 

More than 6% 

14% 

6% 


t 



14% of organizations reported high workers' compensation incidence rates pnor 
to a drug testing program, whereas only 6% of organizations reported similar rates 
of workers' comp after the implementation of a drug testing program, a decrease 
of approximately 50%. 



Note: HR profes^nats who answered not sure" were excluded from this analysts. 
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Change in employee productivity in organizations after drug 
testing program implementation 



«K>)P MI WCTW H 


Nearly one-fifth (19%) o( 
i' organizations experienced an 

81 % ! increase in productivity after 



Decreased Remained the same Increased 


n~ 513. HR ptof&ssfonats answered ‘not sure' were excluded from Ihta analysis. do not total 100% due to 

rounding 
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Change in employee turnover rates in organizations after drug 
testing program implementation 


smM 



Note, n - 520. HR professionals t«/)o answered 'not sufe” were excluded from this anatysls 
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Does your organization conduct drug testing in-house or at an 
off-site testing facility run by another entity? 


SIHM 


Off-site daig testing facility only 


Both In-house and off-site testing 


in-nouse amg testing (either urine, oral fluid or both, 
using instant testing products) 


n = e2S 



77 % 
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How much does it cost your organization each time a drug test 
in conducted (per employee or job candidate)? 


SlUM 



Less than S10 $11 • $20 $21 • $30 $31 - $40 $41 - $50 $51 or more 






SHRM^ATIA PoN Arug Tbcirirg Sirtm CGHRM 20 1 1 
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What are the primary reasons your organization does not 
conduct pre-and/or post-employment drug testing? 


SIHM 
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What is the primary reason your organization does not conduct 
pre- and/or post-employment drug testing? 


SlUM 


iOCS 


Comparison by Organization Staff Size 



1-98 

employees 
(n^ 104) 

100-499 
employees 
(n ° 95) 

500-2.499 
employees 
(n = 36) 

2,500-24.999 
employees 
(n = 21) 

25.000 or 
more 

employees 
(n = e) 

My organization does not believe in 
drug testing 

23% 

22% 

28% 

19% 

17% 

Not required to do drug testing by 
state 

21% 

6% 

25% 

24% 

33% 

No return on investment 

11% 

19% 

25% 

5% 

0% 

Too costly 

14% 

19% 

11% 

19% 

17% 

Not applicable/not necessary 

15% 

10% 

0% 

0% 

0% 

Administratively difficult 

4% 

9% 

3% 

19% 

0% 

Plan to conduct drug testing in the 
future 

4% 

3% 

0% 

0% 

0% 

Other 

7% 

11% 

8% 

14% 

33% 


Note: n * 262. Some mw percentages do not total 100% due to rounding Caution should be used ¥dien generalizing results when dye 
sample size is less then 30 for any category. 
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Demographics: Industry (Continued) 


SIHM 


Industry 


Real estate and rental and leasing 

2% 

Religious f grant-making, civic, professional and similar organizations 

2% 

Transportation and warehousing 

2% 

Wholesale trade 

2% 

Administrative and support and waste management and remediation services 

1% 

Agricuiture, forestry, fishing and hunting 

1% 

Management of companies and enterprises 

1% 

Mining 

1% 

Repair and maintenance 

1% 

Personal and laundry services 

- 

Private households 

- 

Other services except public administration 

8% 


n » 1.02^ 
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Demographics: Organization Sector 


Publicly owned for-profit organization 


Privately owned for-profit organization 


Nonprofit organization 


Government sector 


Other 

0*888 



•CXI'* tts 


19 % 

19 % 


50 % 


05 

05 
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Demographics: Other 


SIHM 


lui >utM> 

•VkOMMaMV 


Does your organization have U.S.-based 
operations (business units) only or 
does it operate multinationally? 


U.S.-based operations 

78% 

Multinational operations 

23% 


Note' n K 906 Pmventages do not total 1tXt% 
due to rounding 


Is your organization a single-unit company or a 
multi-unit company? 


Single-unit company A company in 
which the location and the company 
are the same 

32Hi. 

Multi-unit company: A company that 
has more than one location 

68% 


Note: n » S63 


Are HR policies and practices determined by 
the multi-unit corporate headquarters, by each 
work location or both? 


Multi-unit headquarters determines HR 
policies and practices 

57% 

Each work location determines HR policies 
and practices 

3% 

A combination of both the work location 
and the multi-unit headquarters determine 
HR policies and practices 

40% 


Note: n - 619 


Level of HR department/function for which 
you responded through this survey. 


Corporate (company wide) 

75% 

Business unitrdivision 

14% 

Facilityrtocatlon 

11% 


Note: n * 621 
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[Member Questions for the Record follows:] 
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Questions for the Record from Chairman Davis to The Honorable 
Jane Oates 

Hearing on Moving from Unemployment Checks to 
Paychecks: Implementing Recent Reforms 

April 25,2012 


Ways and Means Subcommittee on Human Resources 
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U.S. Department o( UitMi 


• 'ftM <r<vi^ 



llie Honorable Geoff Davu 
Cbainnan 

Subcotnmiuee od Human Resources 
U.S. House of Representatives 
Washington. O.C. 20515 

Dear Chainoan Devir 

Tbanlc you for the opportunity to testify at (he Apn1 25. 2012 bearing, regarding implementation 
of the changes to unemployment compensation law in the Middle Class Tax Relief and Job 
Creadon Act of 2012 

1 am enclosing my agency’s response to your questions, including the unnumbered questions m 
your letter, to complete the record of the bearing. 

We welcome the opportunity to work with Congress on these changes and on any other 
legislation that addresses the needs of America's unemployed workers. 

If you have additional questions, you may contact Mr. Adri Jayaratne, Senior Legislative Officer, 
Office of Congressional and InlergovemmenUI Aflaiis. at (202) 693-4600. 

Sincaely, 

VlAJiO.ii, 

u^Oalei 
Assistant Secretary 


Enclosure 
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First, bow does the Deparuncol believe It b justined in bluing guidanre for tbb provbloa, 
when tbc Ktdlute did not call for sach guidance (in canirait wHb other provbfons for which 
guidance was specifically required by statute). 


In general, the Deportment of Labor (DepartmenO issues guidance every time Cemgrtss enacts a 
statute afTectmg the onomploynieni insumnee (UI) program- For example, though not mandated 
but to ensure appropriate implementation, the Depfvtrnenl issued Unemployment Insurance 
Program Letter No. 02-1 2 about tlic UI integrity provisions in the Trade Adjustment Assistance 
Extension Act of 2011 Rarely has an enactment specifically required that the Depaitmont issue 
guidance, tjuidance is necessary because it provides information concerning procUcal, 
operational considerations about which states must be aware, or details about the appHcahitity of 
0 statutory provision to specific orciunstanccs that states ertcounter on which the statute is silent 
In short, guidance is necessary lo ensure unifomi imploneotation of a statute in oil stales. We 
issued guidance on section 2102 of the Middle Class Tax Relief and Job Creation Act of 2012 to 
ensure that states understand the statutory requirements for a demonstration project application to 
be approved and the criteria that will be considered when their applications arc being reviewed- 
Thua. all slates will have a fair opportunity lo become one of the 10 states the Secretary may 
approve to t^eraie a demonstration project. 

Second, how docs the Department believe that each of the additional requirements for State 
demoosiratloD project appUratioos Included in the program letter that fall beyond the 
scope of the statutory requirements are justified. 


The Secretory of Labor (Secretary) has not imposed requirements that exceed the statute's 
requircDienls. The statute gives the Secretary wide discretion to decide whether to enter into 
demonstration project agreements w ith states, providing simply that she “may*' enter into “up to 
IIT' such agrecnienis The Department’s guidance. Unemployment Irmtrance Program Letter 
(UIPL) No. 15-12. provides important infomialion lo the states about the priorities that will 
guide the Secretary as she exercises this discretion. Accordingly, the UIPL, in an effort to 
maxiraixe transp.irency, suggests Dial states should include infomialion in their plications that 
U relevant to those prioriUes While the statute does provide that applications “shall include" 
certain information, il does not preclude the submission of other relevant information. Given the 
10-pro|ect limitation and the stated purposes of the demonstration project, i.c.. testing «kI 
evaluating cost-cfTccuvc strategies for expediting rcemplojnncnt and improving the effociiveness 
of stales’ reemployment efforts, the Secrciary’s attempts to obtain tlic iidbnnatioD she needs to 
select (he most appropriate plications is an appropriate exercise of her suiuiory authority. 

We note that much of the guidance provides infomiation about what states must submit in their 
applications to show (hat Uiey meet the statutory requirements for approval and reminds them of 
the applicable Federal or state laws that cannot be waived and must ^ considered when 
developing a proposed demonstration project. Further, the Secretary's priorities reflect the 
importance of maintaining critical worker protections and ensuring Uiat slate unemployment 
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funds arc not pul to undue nsk while maximizing the opportunity to leain about the best 
approaches to helping unemployed workers find good jobs. 


1. Page 4 of your written testimoay discusses how **stales with dotiquated informatioa 
technology struggle with** implerocndag program changes, like the changes in the numlier 
of weeks of extended benefits that are now payable. \Miac h the Department of Labor 
doing to address this issue? What role does program modemUatlon nod the improvement 
of FT play when the Employment and Training Admtnbiration docs its strategic planning? 
What is the level of priority It receives? 


Many states' U1 programs arc operated with aging information technology systems, some dating 
back to the 1970ji. Stales with these antiquated systems have had difficulty ramping up to 
process recession>levcl workloads and modifying their systems to accommodate the Bmcrgency 
Unemployment Compensation, Federal Additional Compensation, and Extended Benefit 
programs These difficulties have resulted in delayed payments to eligible unemployed woricen. 
challenges in implementing new tools to quickly detect and recover improper payments, and 
negative media attention. In nddition. the older systems wetc not designed to meet (he public's 
(claimants and employers) expectations for electronic vid online web-based services The lock 
of investment in modernising the information technology infhistmi::ture of slate Ul programs 
over the post decade has leA those systems at risk of failure to meet their essential mission. 

Based on the expenence of a few states that reccnOy have developed new benefits or tax systems 
and those currently in development, the cost for a new customi 2 od (ox or benefit system averages 
about S40 lo S5U million; most states arc in need of a new benefit or (ox system or botli. The 
cost of funding individual customized state systems, even if costs were spread over multiple 
yearn, is unaffordable in the current budget cavironment; therefore, states mu.xt seek 
collobotalive solutions to address the challenge. 

In Fiscal Year (FY) 2009, the Department’s Employment and Training Administration (ETA) 
began testing o coruortlum strategy to reduce costs and accelerate the replacement of outdated Ul 
benefit and (ax systems. As a first st^. we accepted pioposais Aom state consortia to detomine 
the feasibility of developing die functional roquiremoats of a core Ul IT Benefits and/or T ax 
System that could be used by multiple states. Two consotliu were funded through two separate 
gnmis for that purpose. 




1 

1 

1 

Arizona, Idaho. North 

Dakota and Wyoming 

Development of 
functional 
roquiramenis for an 
integrated benefits 
and lax system 

$18.6 million 

2 

(jcorgio, North Carolina. 
South Carolina and 

Development of 
funciiono] 

$9.9 million 
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Tennessee 

rcquiranents for a 
benefits system 



Th« consorUum test was successful; (he stales were able to jointly develop Use functional 
requirements for a UI benefit and/or tax system that could be used by multiple states without the 
need for significant customization of the system while allowing for modifications to 
accommodate the needs of individual states. The consortium slnilegy requires stales to 
standardize procedures to the maximum extent possible to build n "oore” system, which once 
developed and tested could then be customized to address onique state laws and integrated into 
the existing stale IT environment. As a result of the initial investment in the two state consortia 
in 2009 to carry out (his process, the consortia were positioned in 201 1 to proceed to secure a 
votdor for implementation. 

In FY 201 1, fimding became available to enable the two existing state consortia to proceed to 
system development and implementation, and to fund addition consortia to begin collaboration 
on creation of functional requirements using the products and building on the woric ofthe first 
two stale consortia. Currently, there are three slate consortia eleven stales at various stages of 
developing new systems: 






1 

Arizona, Colorado. North 
Dakota and Wyoming 

Development of an integrated 
benefits and tax system 

S72 million 

2 

Georgia, North C&roliniL. 
South Carolina and 
Tennessee 

Development of a benefits 
system 

SSO million 

3 

Vcrmonl. West Virginia 
and Maryland 

Develop business roquirements 
using products from the two 
consortia os baseline 

S6 million 




All three consortia have developed the framework to support the system development efToit. 
including formal roles and responsibilities for each ofthe partner states within Ae consortia, 
memorandum of understanding, service level agreements, and other contractual agreeroenu. 
They ore the models HTAplans to use going forward. 

Modernization of IT systems in states is a top priority for the Depanment, and wc expect 
additional consortia to come together in FY 2012 to take advantage of available funding for both 
UI modernization and integrity-related projects. On May 11, 2012, we issued UI Program I.etter 
18-12, oflering stales the opportunity to apply for FY 2012 funding for this purpose. 

Finally, ETA works closely with the National Association of State Workforce Agencies' 
Infonnation Technology Support Center (ITSC) to support and oversee the state UI IT 
modernization efforts. ITSC is a collaboration of State Workforce Agencies (SW As), (he 


' hi aJdinim. ifldivtdusl cute futuU etc expected to b« utilized far system Rudcnuniuw ellon 


I 







174 


Depanmcnt and private sector partners. The ITSC is dedicated to advance the appropriate 
application of information technology, which states may adopt, to provide more accurate, 
efBcieni, cost oGfective, and timely service for U1 customers. 


2. On April 3, 2012 a group of business leaders wrote asking you to fix regulations Ibatpre* 
dale the new law related to when and under wbat terms .someone b considered **Qble and 
available for woric" and thus eligible for 111 benefits. According to their letter, current 
regulations contradict provbions ofF.L. 1}2>96. 

Do you believe there is a contradiction between the law nod current regulations? If so. 
wbat b your plan, including timeframes, for addressing this issue? 


As wo noted in our response to t)ie National Federation of Independent Businesses (NFlB), ibe 
Department has long interpreted certain provisions ofFcd^al law to require (bat slate law 
require that Ul benefils only be paid to individuais who axe able to work and arc available ibr 
work. This interpretation was cxKiificd in regulatioo at 20 CFR. Part 604 (lanuary 16. 2007). In 
addition, all stales currently require individuaU to actively search for work to be eligible for UI 
benefits 

Wc arc reviewing our current guidance atul regulations to determine if any revisions need to be 
made based on the new Federal roquircmcnis (bat imUviduals roust be able to work, available lo 
work, and actively seeking work. As Uie Ut program is a federabstatc partnership, based on 
Federal law but paid under state low. slates h^c cemsidorabic ncxibility to determine Iww (o 
apply specific provisions lo the unique circumstances of individual claimants. The DepaitmcrU 
expects lo provide guidance that gives states reasonable parameters but that retains some slate 
Roxibility, recognizing that individuals do not have to be available for work or seeking work 24 
hours a day. seven days a week to be eligible for benefits. 


J. The lost Item mentioned In yourwrliien testimony is data exchange tlandardizatiaii 
with a reference to activlUes (hat were begun prior to enactment of P.L. 112*96. Can you 
please provide additional detail on bow these activities fulfill the objectives of tbU section of 
the law and plans for meeting statutory timelines? Also, please describe your inicracilons 
with Ihe Office of Minagemcnl and Budget and other Federal agencies on (bis Issue. 


Section 2104 ofP.L. 1 12-96. concerning data exchange standardi/aijon for improved 
mterupcrability. requires, lo the extent practicahic Ihsl the Ocpafirocnl incorporate existing 
nonproprictary standards, such as the extensible Markup Language. (XMI,). 

Before enactment of P.L. 112-96, Ute OqrafUnent was a proponent of data v.uhangc 
BUndMrdi 2 alion, and strongly advocated the use of open source technologies and data exchange 
siaindards for the development of IT systems supporting critical UI functions for state Ul IT 
modemi/ation efibris. These included: 
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1 . In the FY 2009 and FY 201 1 solidtaHona, which provided grants for state consorua 
efforts described in the response to above ETA required that the technology tools 
developed should use open source compoocols to tlte extent feasible, be transferable and 
be available to be shared by multiple state workforce agencies without the need to 
significantly customize the system or be hosted in ooc state that will provide automated 
services to other states. The goal is for multiple states to share common sysiems/tools 
that accommodate each state’s individual oe^ 

2 . In FY 200S» to reduce improper payments because of the lack of accurate and timely 
claimunt s^aration information available to states, tbe D^artment facilitated the 
implemenution of the Stale Inlbrmation Oau Exchange Syatem (SIDES) - an oummited 
eroploycar response system for use by employers and third-party ^ministniiors (TPAs) to 
standardize the collection of informatioii on employee separations This system uses the 
XML format for this information exchange betu een the stale and employers. 

3. The D^iartment facilitaled and provided funding for the conversion ordata exchange 
formats horn Extended Binary Coded Decimal Interchange Code (EBCDIC) to XML for 
the Interstate C^mieclion Network (ICON) > a multi-purpose telecommuracalioos 
network that .supports the transfer of data among states. EBCDIC is a foimal specifically 
used for mainframes and is not an interoperable standard. 

(CON supports: 

• Interstate Bcnefil (1B)/Combined Wage Claims (CWC); 

• Unemployment Compensation Federal Employee (UCPE) and Unemployment 
Compensation for Ex-Servicemembers (UCX) programs; 

• The Wage Record Interchange System (WRLS) that enables states to obtain 
wage record information for performance measurement; 

• Ttw Unemployment Insurance Inquiry (IJIQ) data exchange with the Social 
Security Administration (SSA) that enables stales to validate SSNs with SSA; 
and 

• The Health Coverage Tax Credit (HCTC) that enables SWAs to tiansmii 
information on eligible individuals who can receive assistance in covering a 
portion of their healthcare insurance coverage to Internal Revenue Service. 

Though ICX3N has been nuMlemizcd to use XML., it continues to also operate the 
proprietary EBCDIC formal for states that have been unable to complete their 
modemizalion efforts. The Department is providing necessary technical aasisiance to 
support the transition of slates to use slandardixeti XML exchange formats. 

Tbe Department is in preliminary discussions with the Office of Management and Budget and 
the Department of Health and Human Services, as well os with sutes through the Information 
Tccitnology Support Center operated by tbe National Association of State Workforce Agencies, 
to explore the most fruitful opportunities fbr nddiiional data exchange standaTdi£ution moving 
forward 
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Puvnicnl Kcciiptiirc Aclivilies in (hv Uncmpluyitietit Insuruncc I’rogrum 

{kitclll Payment Cnnlrol (hPC) ix the cumponcnl of the suites' Dnempinyinont Insurance <UI) 
program that is responsible for promnling anJ maintaining inicgrity ol thc program through 
prevention, detection, investigations, cslahlisliment, unti recovery ofimproper payments. The 
BPC units ul»> prepare cases tbr prosecution. This work is perfonTted ut the stale level by slate 
.stufTlo meet lltc following requirements: 

* Section 3n3<a)(l) of the S«»cial Seenrity Act <SSA) requires iluil a state's Ul law include a 
provision Itir: "Such methods of adminisimlion-..as are luund by (he Secretory lo be 
reasonably calcululcd to insure full payment of unemployment compen.salion when due." 

■ Section 303(a)(5) of the SSA also requires that a .Male law include provision for; 
“Expenditure of ull money w ithdrawn from on unemployment fund of such state, m the 
pay mcnl of unemployment compensation...." 

• I he .Secretary of Labor has interpreted these federal law provisions, logellwr wih the 
pmvisiflivt of Sections 33U6(h) and 3304<a)(4) of the Interna! Revenue Code, in Pan V. 
Section 7500, Employntent Service^, Manual, Secretary's Standard for Rratnl and 
(Ivcrpuymcnt to require ilial a state'.s law include provisions fur .such methods of 
administration us arc. williin reason, calculated: 

* To detect beucnis paid ihrtHigh error by the agency or duough willful 
misrepresentation or error by the claimuni or others. 

* To deter claimants frutn obtaining benefits through willful misrepresentation. 

* To recover benefits overpaid under certain circumstances. 


Overpayment Kecovery 

TIk‘ stales must hold die clalinoius liable to repay hc!>crit>k that were received improperly and 
lake an ncUve role to recover improper payments (payment recapture audits). States may waive 
repayments for non-fraud overpayments when it would he against equity and good conscience 
pursuant to their stale ’.s law . I'he tools u.scd by .states for recovering overpayments vory irom 
state to state. Below K a list of some of the recovery activities ami l*wh ttsed by stales; 

• < tffsels from hencfiis 

* t IfTscU frtim sUilc and i cdcnil income lux refund.s 

* Offsets from lottery winnings, homestcrul exemptions and other beoenix including the 
Alaska Mineral Refund 

• Interstate wcoNcry agreements 

• Repayment plaivs 

* Civil actions inuhiding wage garnishments and property liens 

* Skip tracing, collection agencies, and credit biire.iiis 

* Pmbule urul bankruptcy 

• Referral lo Oniev of Inspector CicnernI und oilier law enforcement agencies 

• Stale and I edcml prosecution 
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• l-jilnblisliiwin orinicresi and penaUics omo MVcrpaymcnl*! which adds an inventive rcp«> 
quickly. 

(>» January 28.201 1, lhcrcgulaliun!ifpriheoll]se( of* Federal last refund puymentKiocolieci 
uneinploynurnl insunuKe compensation <1 JIC) debts due to fraud or a person’s failure Ui a'poti 
comings were published, ’rite DcparUiicnl worked closely v^'th ihc Taasury Dcportmeiti to 
provide icclmicul guidance to tJte states for the implemcnialion of the Ta-asury (llfscl Pmgrmn 
ClYIPj. Since the inception of the UK' Debt prt)gmni with 1 OP. S M 9.2 million of ovequiy ntentv 
have been recovered tJirough olmosl KMJ.^IOO olTscts against l•ede^al ta.v refund payments. As of 
March 8. 2012. 9 slates have implentcntcd Ihc TOP and several olJier stales ore in different siuyes 
of testing and impicmentatiun. 


.State 

111 Overpayments 
Recovered UuttfBtgh TOP 
uafMikihlLMIZ 

Alabama 

)in 

Arizona 




1 2 nn niTt 


Micbican 

$3,886J47.42 

Mi&sissipoi 


New York 

S43.758J3I.6* 

Pennsvivania 

S6.507.049.27 

Wisconsin 




Total S Recovered 

Tirirmii i 


Saurev Financial ManasenMSU Scrvkes, U-S. Treasury 

When improper payments are recovered tlicy are relumed to the sluies' Ui (nisi fund account 
frt>m which they were paid Stales arc required l<» repon quarterly on overpay mcnl detection ami 
recovery activities on the Fmploynicnt and 1 mining Administration (El A) 227 report. Tlie 
infonnMlion reported on (he ETA 227 report isba.scd on actual ciruntsorUI overpayments 
identined arui recovered by Ihc state ugcncics. Refer to attached report on .stale level reciwcn’es 
for calendar year 2011. Currently. lU recovery duin U md available on Ihc Dcparlmcnl's UI 
Improper PasmenUr webpage (htip;//\vww.<lol. ttov /dol/mat)s^ni!ip-ipia.hlni>. We plan to puhlisli 
live recovery data on the webpage by May, 2012. 
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Questions for the Record from Rep. McDermott to The Honorable 
Jane Oates 

Hearing on Moving from Unemployment Checks to 
Paychecks; Implementing Recent Reforms 

April 25, 2012 


Ways and Means Subcommittee on Human Resources 
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Question: What is already being done under f ederal law lo regarding 
stales' outstanding advances (loans)'? 

Answer: Linder permanent I'ederal law. advances stales receive lo pay 
unemployment compensation begin to accrue interest after a period of 
lime. As you know, the American Recovery and Reinvestment Act ol' 
2009 waived interest accrual and payment on these advances for two 
years. When that ended, advances began to accrue interest and the llrsl 
interest payment was due by September 30, 2012. The amount of interest 
each slate paid is in the table on the next page. In addition, permanent 
I'ederal law includes a mechanism to help states repay the principal of 
these advances. Typically, employers in a stale receive a 5.4%credit 
against the full federal Unemployment fax Act (FUTA) tax. However, 
if stales have outstanding advances for a specified period of lime, that 
credit begins lo be reduced. The first year of reduction, employers pay 
an additional 0.3% FUTA lax with the reduction generally increasing In 
0.3% increments in succeeding years. These additional I’UTA payments 
are used to pay down the principal of the slate's advances. Information 
about the FUTA credit reductions applicable in each of the states is in 
the table on the last page. 
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Stutc Interest Payments 

I'he PirM httcrcKl ptiymcnl un advances (loans) wan due on ScpteinbcT3(l.201 1. Tliu aim»um ol' 
inlcrcsl slates (mid I'tit Mscnl Year (PY) 201 1 is listed helitM. 


Slate 


Title XII Interest 
I’nymcnls lor FY 
201 1 (S millions) 


Alabama 


3.90 


Ariatna 


8.24 


Aiicansas 


10.11 


Calirom'm 


303.4f) 


11.43 


22.M 


1.73 
56 II 


Coloradii 

Connecticut 

Delaware 
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Actual and Potential FUTA Credit Reductions (Tax increases) 
to Repay Advances 

(Payable on a $7,000 taxable wage base) 


Stal e CY 20 09 CY 2010, CY 2011 CY 20i2‘ 


Alabama 

. . , 

■ j 

I 71 

0 .' 6 % 1 

Anzona 



j 

0,3% 1 

Arkansas 

i 

i 

b.3’% 

cr6% 

California 


I 

0,3% 1 

0.6% 

j Colorado 


1 

J 

0 3% 

I Connecticut 



1 0.3% i 

1 0.6% 

Delaware 



' 1 

03% 

I Florida 



1 0.3% 1 

i 0-6% 

[Jjeorgia 



' 0.3% 

1 0.6% 

I Illinois 



0 3% 1 

0.8% 

j Indiana 


0 3% * 

1 06% 

0.0% 

i Kansas 




0.3% 

I Kentucky 



03% 

0.6% 

Michigan 

0.3% 

06% 

0.9% 

••• 

Minnesota 



0.3% 

06% 

I Missoun 



0.3% 

0.6% 

Nevada 



^.3% 

0.6% 

New Jersey 



03% 

0.6% 

New York 



0.3% 

0.6% 

I North Carolina 



0.3% 

0.6% 

Ohio 



0.3% 

0.6% 

I Pennsylvania 



03% 

0.6% 

Rhode island 



0.3% 

0.6% 

South Carolina 


0.3% 

•••♦ 

0.9% 

Vermont 


I 


03% 

Virgin Islands 


I 

03% 

0.6% 

, Virginia 



03% 

0 6% 

! Wisconsin 



0 3% 

0 6% 1 


* Tbese rates assume each state still has a loan balance on November 10. 2012, and no stale 
qualifies for an additional reduction under FUTA. Section 3302(c). avoidance under 
Section 3302(g) or cap under Section 3302(f) 

** AL did not have a loan balance on 1 1/10/1 1 
Ml did not have a loan balance on 1/1/12 
•••• SC qualified for avoidance for 2011 


Credit 

Cost per 

Reduction 

S7,000 Worker 

0 3% 

$21 

0.6% 

$42 

0 9% 

$63 


NOTE: FUTA crodl! reductions osionttally result In Increased FUTA Iskcs that employers in a sUte pay. 
The addtiional amounts paid are used to pay back the state's advances (loans). 
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Actual and Potantial FUTA Credit Raductipns 

(Payable on a $7.6ob taxable wage base) 


Slate CY20Q9 CY 2Q10 CYaOVI CY2 012* 


Alabama 


' — — - 

a. 

0.6% 1 

Arizona 




0.3% 

Arkansas 



0.3% 

0.6% 

California 



0.3% 

06% 

Colorado 




0.3% 

Connecticut 



0 3% 

06% 

Delaware 




0.3% 

Florida 



0.3% 

0.6% 

Georgia 



03% 

0.6% 

Illinois 



03% 

0.6% 

Indiana 


0.3% 

06% 

0.9% 

Kansas 




0.3% 

Kentucky 



0.3% 

0.6% 

Michigan 

0.3% 

0 6% 

0.9% 

••• 

Minnesota 



0.3% 

0.6% 

Missouri 



0.3% 

0.6% 

Nevada 



03% 

0.6% 

New Jersey 



0.3% 

0.6% 

New York 



0.3% 

0.6% 

North Carolina 



0.3% 

0.6% 

Ohio 



0,3% 

0.6% 

Pennsylvania 



0.3% 

0.6% 

Rhode Island 



0.3% 

0.6% 

South Carolina 


0.3% 

•••* 

0.9% 

Vermont 




0.3% 

Virgin Islands 



1 "0-3%" '1 

06% 

Virginia 



0.3% 

06% ; 

Wisconsin 



I 0^3%" 

06% 1 


* These rales assume each state still has a loan balance on November 10, 2012. and no state 
qualifies for an additionQl reduction under FUTA. Section 3302(c), avoidance under 
Section 3302(g) or cap under Section 3302(f> 

** AL did not have a loar> balance on 11/10/11 
'** Ml dtd not have e loan balance on 1/1/12 
“* SC qualified for avoidance for 2011 


Credit 

Cost per 

Reduction 

$7,000 Worker 

03% 

S21 

06% 

S42 

0.9% 

S63 


[Public Submissions for the Record follows:] 
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Chairman Davis, Ranking Member Doggctt, and members of the House Ways and Means 
Human Resources Subcommittee, thank you for the opportunity lo submit this statement for the 
record on behalf ofTrueBlue. Inc. (“TrueBlue’*). We applaud the Committee and Subcommittee 
for their attention and work on the critical issue of unemployment and, in particular, on policies 
designed to promote reemployment. 

Our nation continues to grapple with the stalled economic recovery and persistent 
unemployment. As refonns are considered to unemployment insurance, we strongly urge 
Congrcs.s lo consider opportunities to expand temporary employment, which can play a 
significant role in increasing reemployment. 

TrieBlie 

TrueBlue is a leading supplier of temporary work. In 201 1 , TrueBlue eonnceicd 
approximately 3tM).000 people to work, paying nearly S6l)0 million in wages and serving nearly 
150.000 businesses in the ser\ice. retail, wholesale, manufacturing, transportation, and 
construction industries. T rueBtue also employs 2.50U regular headquarter and branch staff. 

TrueBlue provides temporary blue collar and skilled work through five lines ofbusiness: 
Labor Ready; Spartan SlaPImg; CLP Resources; Plane Techs; and Centerline. The TrueBlue 
family of companies is committed to providing individuals with opporluniiics for growth and 
customers with the help they need to succeed in today's competitive environment. 

Tempor.\r\ Work 

1 emporary employment plays a critical role in the economy by providing employment 
flexibility for workers and businesses. Temporary staffing firms employ more than 10 million 
people each year. These jobs olTer millions of people the opportunity to work, particularly as the 
economy continues its fragile recovery. 

Temporary employment is critical lo mitigating unemployment, while offering a 
significant opponunity to find permanent employment through temporary jobs. Temporary 
employ ment also provides people with on-the-job training, allowing them to learn new skills and 
expand their know ledge base, which can later be transferred to other employers and 
.strengthened. 

At the same lime, temporary employment provides businesses with the opportunity to 
support or supplement their workforce in various work simations. such as employee absences, 
skill shortages, seasonal workloads, and special assignments or projects. Moreover, in (he 
current economy, lempi^rary employment is leading the jobs recovery by allowing employers to 
gauge business and economic conditions before committing to permanent hires. 

In TfucBIue’s experience, the average tenure of a temporary employee is approximately 
one month per year. How ever, even if someone works for us for one da\\ that person is an 
employee of the company rather than an independent contractor. Employee .status integrates 
workers into the U.S. economy, ensuring that they are eligible lo work in (he U.S.. that all 
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workers’ compensation, unemployment, and income taxes > as well as any court-ordered 
garnishments - arc wiUiheld and collected, and that W-2s report income accurately. 


CoMBiNKO Compensation Pko<;ram 
Issue 

For many of the unemployed, temporary .starting agencies are an integral pan of their job 
.search. Even in today’s lough economy. TrueBlue is experiencing a shonage of qualified 
individuals seeking temporary employment. The current unemployment insurance system, in 
certain instances, creates a disincentive fur individuals who receive unemployment in.surancc to 
work in a temporary job, which could serve as a working interview and piissibly lead to 
permanent placement. 

The following example pfx>v|dc.s an illustration. Let's say that an individual, who 
previously held a job as a carpenter, is now unemployed and receives S350 per week in 
unemployment insurance. If she goes to a branch of o temporary starting agency and applies as 
pan of her required job scarcli. she is often incentivized to turn dow n an olYer for a temporary 
job because she is likely to lose her unemployment insurance and/or she may receive more 
money by collecting unemployment insurance. This keeps her from accepting a job that may 
teach her new skills or that could lead to an offer of permanent employment. 


Propttsal 

One option for addressing this issue is to establish a “Combined Compensation Program" 
(“Progrom"). Tlie Program w ould modify the incentive structure of the unemployment insurance 
system by encouraging individuals to accept temporary or seasonal employment while 
maintaining tlicir eligibility lo remain on uiicmploymem insurance. 

Under the Program, an indix'idual w ho accepted a temporary or seasonal job w ould 
continue to be eligible to receive unemployment insurance, but at a reduced amount. The 
reduced unemployment insurance payment wouM compensate the iniiivuiua( for the ^ap between 
their earnings and their standard unemplo>TnenI insurance payments, plus an additional incentive 
amount. 

For example, assume that an individual accepted a temporary or seasonal job that paid 
S325 per week. In order to compensate for her lower weekly earnings (she rccei\ cd S350 on 
unemployment insurance) and provide an additional incentive to work, unemployment in.sunince 
would pay a tial percentage of her standard unemployment insurance payment. For example, if 
the unemployment insurance payment percentage w os 20 percent, she would receive an 
unemployment insurance payment of S70 per week, bringing the total received to $3^5 per week. 

The Program would hav e a number of benefits. First, the unemployed individual is back 
at work. Second. bu.sincs.ses that are unable lo hire full-time workers due to fluctuating demand 
can still grow the economy and provide jobs through temporary employment. Third, the 
government benefits as unemployment insurance payments provided to these individuals would 
be reduced, in the example above, the amount of unemployment insurance payments are 
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reduced from S350 per week to S70 per week. Finally, the unemployed individual also wins 
because this job could teach her new skills for her next job or turn into a permanent job with one 
of the businesses to which she is assi^ed by the iemporar>' siatVmg company. Taken together, 
the approoch of the Program is more etficicni and likely more effective when compared to 
alternatives that fully subsidize the cost of employing an unemployed worker for a short peritxl 
of lime. 

Co^n.tsiox 

TrucBlue greatly appreciates the opportunity to submit this siatemeni. As Congress 
considers policies and pmgrams to assist our nation’s unemployed, we strongly urge adoption of 
proposals similar to the Combined Compensation Program, which arc a svin fi^ the nncinployed 
individual, a w in for (he business, and a win for the government. We are pleased to serve as a 
resource to the Subcommittee, Committee, and Congress and we look forward to our continued 
work together on these important issues 
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